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would take to compl ete the plants, based on the ti meline 

they had given us. Our team on site agreed with the 

costs as the best estimate we had at the time and what 

it would take to complete the plants by June of '19 -

Unit 2 in June of '19 and Unit 3 in June of 2020. And 

based on that, we then began to negotiate over who would 

be responsible for the costs. So we didn't have a 

dispute over what the costs were and whether or not they 

were reasonable; it was a question of accountability or 

who would be actually the one to pay the costs. 

Yeah , precisely. So with regard to that latter point, 

the amounts of the costs in dispute with respect to who 

pays, what is the company's current claim against the 

consortium? How much money are you asking for? 

Well, there are amounts identified in the testimony, if 

you'll bear with me just a second . 

Sure. 

There are total delay EAC costs of about $324 , 803,000 . 

That ' s net of liquidated damages . Then there ' s the 

total owner's costs associated with the delay of 

$214 ,000 ,307. The combination of those , I believe, if 

I ' ve added my numbers correctly , reflects the part that 

we would dispute as part of the additional costs 

associated with the project . 

So that's roughly $538 million , i f I ' m adding correctly? 
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would take to complete the plants, based on the timeline

they had given us. Our team on site agreed with the

costs as the best estimate we had at the time and what

it would take to complete the plants by June of '19—

Unit 2 in June of '19 and Unit 3 in June of 2020. And

based on that, we then began to negotiate over who would

be responsible for the costs. So we didn't have a

dispute over what the costs were and whether or not they

were reasonable; it was a question of accountability or

who would be actually the one to pay the costs.

Q Yeah, precisely, So with regard to that latter point,

the amounts of the costs in dispute with respect to who

pays, what is the company's current claim against the

consortium? How much money are you asking for?

A Well, there are amounts identified in the testimony, if
you'l bear with me just a second.

Q Sure.

A There are total delay EAC costs of about $ 324,803,000.

That's net of liquidated damages. Then there's the

total owner's costs associated with the delay of

$214,000,307. The combination of those, I believe, if
I'e added my numbers correctly, reflects the part that

we would dispute as part of the additional costs

associated with the project.

Q So that ' roughly $538 million, if I' addi ng correctly?
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1 A It's 538, 539, somewhere in there, that's correct . 

2 Q All right. And have you made a formal claim against the 

3 consortium in that amount? 

4 A We have talked with the consortium about our 

5 disagreement with those costs, and the reasons giving 

6 rise to those costs , principally- the delay in the 

7 structural submodules that have been delivered to us, 

8 and some productivity factors based on the work that's 

9 being performed at the plant -and do not believe that 

1 0 we are responsible for paying these costs. We have 

11 identified those cost to them . We have , you know, not 

12 gone to a legal proceeding at this point, but, 

13 certainly, that's an option we will have at some point 

14 down the road if we can't find a fair resolution. 

15 But the challenge we've got is to work to defend 

16 these claims on behalf of the company and , ultimately, 

1 7 our customers , but at the same time , maintain a 

18 reasonable working relationship with the consortium so 

19 they'll continue to work on the project . If we just 

20 stopped work on the project until we resol ved the 

21 claims, that would severely limit our ability to finish 

22 these units in a timely fashion . So we're in 

23 discussions; we've had numerous discussions with the 

24 senior level management team at CB&I and Westinghouse . 

25 Mr. Byrne and I , along with other representatives from 
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A It's 538, 539, somewhere in there, that's correct.

2 Q All right. And have you made a formal claim agai nst the

consortium in that amounts

A We have talked with the consortium about our
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disagreement with those costs, and the reasons giving

rise to those costs, principally — the delay in the

structural submodules that have been delivered to us,

and some productivity factors based on the work that'

bei ng performed at the plant — and do not believe that

we are responsible for paying these costs. We have

identified those cost to them. We have, you know, not

gone to a legal proceeding at this point, but,

certainly, that's an option we will have at some point

down the road if we can't find a fair resolution.

But the challenge we'e got is to work to defend

these claims on behalf of the company and, ultimately,

our customers, but at the same time, maintain a

reasonable working relationship with the consortium so

they'l continue to work on the project. If we just
stopped work on the project until we resolved the

claims, that would severely limit our ability to finish

these units in a timely fashion. So we'e in

discussions; we'e had numerous discussions with the

senior level management team at CB&I and Westinghouse.

Nr. Byrne and I, along with other representatives from
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Santee- Lonnie Carter, their president- we've been to 

Toshiba to talk to them about the costs, some of t he 

disagreements we've got. 

So it's an ongoing discussion. We've sent a number 

of letters that have outlined our concerns of why we 

think these costs are not appropriate, but, in terms of 

filing a claim, you know, we have not filed a claim-

specifically, a claim in court - because we've not 

gotten to the point where we feel like it's necessary to 

file litigation at this point. 

Well, we'll get to that. The question real l y is, is 

there a number? Is there a number in a document or a 

writing that you have presented to the consortium that 

represents the demand by SCE&G, on behalf of your 

stockholders, us ratepayers , for how much you want them 

to write you a check for , or pay? 

We presented these numbers in discussions with the 

consortium at a variety of levels. I'm sure they've 

been discussed at the plant site level, with the people 

on site there that are involved in the day-to-day 

construction activities and the finances related to 

that. We've had them at Mr. Byrne's level . Our chief 

nuclear officer has had discussions with the consortium 

about these costs. I've been involved in discussions. 

So we presented these numbers and discussed them on 
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Santee — Lonnie Carter, their president — we'e been to

Toshiba to talk to them about the costs, some of the

disagreements we'e got.

So it ' an ongoing discussion . We 'e sent a number

of letters that have outlined our concerns of why we

think these costs are not appropriate, but, in terms of

filing a claim, you know, we have not filed a claim—

specifically, a claim in court — because we'e not

gotten to the point where we feel like it's necessary to

file litigation at this point.

Q Well, we'l get to that. The question really is, is

there a number? Is there a number in a document or a

writing that you have presented to the consortium that

represents the demand by SCE&G, on behalf of your

stockholders, us ratepayers, for how much you want them

to write you a check for, or pay?

17
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A We presented these numbers in discussions with the

consortium at a variety of levels. I'm sure they'e
been discussed at the plant site level, with the people

on site there that are involved in the day-to-day

construction activities and the finances related to

that. We'e had them at Nr. Byrne's level. Our chief

nuclear officer has had discussions with the consortium

about these costs. I'e been involved in discussions.

So we presented these numbers and discussed them on
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1 numerous occasions. 

2 Q You're not quite getting my question, I don't think. My 

3 question is, if I were to look for a document, would I 

4 find a document from SCE&G to the consortium saying, 

5 "You owe us 538, give or take, dollars, because of your 

6 responsibility for the delay, et cetera, in completing 

7 this project"? 

8 A I don't know that there's one document that includes 

9 that amount. The schedule we have filed as part of our 

10 testimony here outlines the specific amounts that we 

1 1 have disputed. I can attest to the Commission that we 

12 have discussed these items directly with the consortium, 

13 Westinghouse and CB&I, as part of our negotiation 

14 process . 

15 Q Now, does the EPC contract contemplate some other 

16 dispute resolution mechanism- arbitration or mediation, 

17 for example? 

18 A There are opportunities for arbitration and mediation as 

19 part of the dispute resolution process. 

20 Q And has South Carolina Electric & Gas Company invoked 

21 formal arbitration processes to resolve the cost dispute 

22 with the consortium? 

23 A We've not gone to the formal level of doing that. We've 

24 certainly made it clear to the consortium that we 

25 reserve the right to do that. History tells us- my 
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numerous occasions.

2 Q You'e not quite getting my question, I don't think, My

question is, if I were to look for a document, would I

find a document from SCE&G to the consortium saying,

"You owe us 538, give or take, dollars, because of your

responsibility for the delay, et cetera, in completing

this project" ?

8 A I don't know that there's one document that includes

10

12

13

that amount. The schedule we have filed as part of our

testimony here outlines the specific amounts that we

have disputed. I can attest to the Commission that we

have discussed these items directly with the consortium,

Westinghouse and CB&I, as part of our negotiation

process.

15 Q Now, does the EPC contract contemplate some other

16

17

dispute resolution mechanism — arbitration or mediation,

for example?

18 A There are opportunities for arbitration and mediation as

19 part of the dispute resolution process.

20 Q And has South Carolina Electric & Gas Company invoked

21

22

formal arbitration processes to resolve the cost dispute

with the consortium?

23 A We'e not gone to the formal level of doing that. We'e

25

certainly made it clear to the consortium that we

reserve the right to do that. History tells us — my
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1 history tells me, from my years of being in business, if 

2 you can resolve the issues without having to go through 

3 the legal steps, you're likely to get, potentially, a 

4 better decision. 

5 Q Don't say bad things about us lawyers, now, Mr. Marsh. 

6 [Laughter] 

7 Might need one every once in a while. 

8 A And I've had plenty of them work for me in the past. 

9 You know, we certainly want to keep the lines of 

10 communication open. I don't think there's any question 

11 we've raised the disputes to the consortium. We've 

12 leaned on them extremely hard, and made sure they 

13 understand their position. The consortium- I need to 

14 be honest with the Commission- they have a position 

15 that's very different from ours, which is why we're in 

16 negotiations. We intend to, you know, push hard on our 

17 side and look for a resolution that's beneficial to us 

18 and, ultimately, our customers, but at the same time 

19 trying to keep the work on the plants underway. 

20 Q So, you've not initiated formal litigation. Your 

21 testimony is clear about that. 

22 A That's correct. 

23 Q Although, you contemplate that as a potential, possible 

24 remedy. 

25 A It is a remedy- a potential remedy down the road. 
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history tells me, from my years of being in business, if
you can resolve the issues without having to go through

the legal steps, you'e likely to get, potentially, a

better decision.

Q Don't say bad things about us lawyers, now, Nr. Narsh.

[Laughter]
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Might need one every once in a while.

A And I'e had plenty of them work for me in the past.

You know, we certainly want to keep the lines of

communication open. I don't think there's any question

we'e raised the disputes to the consortium. We'e

leaned on them extremely hard, and made sure they

understand their position. The consortium — I need to

be honest with the Commission — they have a position

that ' very different from ours, which is why we'e in

negotiations, We intend to, you know, push hard on our

side and look for a resolution that's beneficial to us

and, ultimately, our customers, but at the same time

trying to keep the work on the plants underway.

Q So, you'e not initiated formal litigation. Your

testimony is clear about that.
22 A That's correct.

23 Q Although, you contemplate that as a potential, possible
remedy.

25 A It is a remedy — a potential remedy down the road.
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1 Q All right. You've not invoked any alternative dispute 

2 resolution mechanisms that are contemplated in the EPC 

3 contract, such as binding arbitration or mediation, up 

4 to date, have you? 

5 A That's correct. 

6 Q You've had discussions with them, but there's no 

7 specific dollar that you've put forward - the 538 which 

8 you offered as the estimated total of the costs 

9 associated with their responsibility, you haven't put 

10 that number to them yet, have you? 

11 A I think what I said earlier was I don't know that that's 

12 in one single document, but we have certainly discussed 

13 these amounts with the consortium. I mean, we wouldn't 

14 have put information in this schedule under oath to the 

15 Commission unless we had documented that and made it 

16 clear that's what we thought the amount in dispute was. 

17 Q All right. Now, if the matter required litigation to be 

18 resolved, what would be the determinative basis for 

19 costs being required of the consortium? What kind of 

20 acts or omissions on their part would trigger liability 

21 or responsibility for those additional costs , Mr. Marsh? 

22 A I'm not sure I understand the question . The costs that 

23 we have identified are costs that they have outlined in 

24 the rebaselined integrated scheduled to complete the 

25 project. We have not disagreed with those costs. We 
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Q All right. You'e not invoked any alternative dispute

resolution mechanisms that are contemplated in the EPC

contract, such as binding arbitration or mediation, up

to date, have you?

A That's correct,

Q You'e had discussions with them, but there's no

specific dollar that you'e put forward — the 538 which

you offered as the estimated total of the costs

associated with their responsibility, you haven't put

that number to them yet, have you?

A I think what I said earlier was I don't know that that'

in one single document, but we have certainly discussed

these amounts with the consortium. I mean, we wouldn'

have put information in this schedule under oath to the

Commission unless we had documented that and made it
clear that ' what we thought the amount in dispute was,

Q All right. Now, if the matter required litigation to be

resolved, what would be the determinative basis for

costs being required of the consortium? What kind of

acts or omissions on their part would trigger liability
or responsibility for those additional costs, Mr. Marsh?

A I'm not sure I understand the question. The costs that

23

25

we have identified are costs that they have outlined in

the rebaselined integrated scheduled to complete the

project. We have not disagreed with those costs. We

OL OF

PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA



2015-103-E South Carolina Electric & Gas Co. 148 
Nuclear Construction Updates and Revisions 

1 believe those costs are known today; they're the best 

2 estimate available today, and that's why we included it 

3 in this updated filing. The question is, who's 

4 responsible for the costs? 

5 Q That's right. So my question to you is, what is the 

6 basis for determining responsibility for those costs? 

7 Do you have to establish that the consortium was in 

8 violation of some contract term for them to be 

9 responsible, that they breached a contract term? Is 

10 that one? 

11 A Certainly, we've identified in our testimony that we 

12 don't think the consortium is in compliance with the 

13 contract, specifically in the areas of the submodules 

14 that are delivered to the plant site, to comprise the 

15 modules that are put together there, and in their 

16 productivity on the site. 

17 Q 

18 A 

19 Q 

Let's take those- sorry. Did you finish your answer? 

I'm through. 

Let's take those two. So, with regard to the delivery 

20 of the submodules at the site, what is it- what's the 

21 company's contention with regard to the dereliction or 

22 failures by the consortium in that regard? 

23 A We don't believe the submodules have been delivered to 

24 the plant in a timely fashion to be in compliance with 

25 the schedules included in the agreement with the 
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believe those costs are known today; they'e the best

estimate available today, and that's why we included it
in this updated filing. The question is, who'

responsible for the costs?

Q That's right. So my question to you is, what is the

basis for determining responsibility for those costs?

Do you have to establish that the consortium was in

violation of some contract term for them to be

responsible, that they breached a contract term? Is

that one?

A Certainly, we'e identified in our testimony that we

don't think the consortium is in compliance with the

contract, specifically fn the areas of the submodules

that are delivered to the plant site, to comprise the

modules that are put together there, and in their

productivity on the site.
Q Let's take those — sorry. Did you finish your answer?

A I'm through.

Q Let's take those two. So, with regard to the delivery

of the submodules at the site, what is it — what's the

company's contention with regard to the dereliction or

failures by the consortium in that regard?

23 A We don't believe the submodules have been delivered to

25

the plant in a timely fashion to be in compliance with

the schedules included in the agreement with the

OL OF

PUBLIc SERVIcE CoMMI5510N QF SQUTH CARQLINA



2 0 1 5 - 1 0 3 - E  South Carolina Electric & Gas Co. 149 
Nuclear Construction Updates and Revisions 

1 consortium in the EPC contract . Their contention is, 

2 there have been regulatory changes that have principally 

3 caused the changes in delivery dates on those 

4 submodules, and we simply have a disagreement . 

5 Q All right. So it's their contention that the rules of 

6 the game changed and that's why they're slow in 

7 delivering the submodules? Is that the essence of it? 

8 A That's their primary concern. 

9 Q All right. Your contention is to the contrary, that 

10 they just didn't meet quality standards in producing 

11 those submodules, and they had to take longer to get 

12 them right to deliver them in the form in which the NRC 

13 would allow you to use them, right? 

14 A We believe the contract is very clear on the 

15 responsibility for delivering the modules at specific 

16 times at a specific cost, and they have not done that. 

17 Q With an appropriate level of quality that meets 

18 regulatory requirements for inclusion in a nuclear 

19 plant. 

20 A Well, that goes without saying, because we would not 

21 accept the parts on site for inclusion in the project 

22 unless they passed the quality test before we accept 

23 delivery of the submodules. 

24 Q Right, and nor would the NRC allow you to. 

25 A The NRC would find us in violation of the license, if we 
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consortium in the EPC contract,. Their contention is,
there have been regulatory changes that have principally

caused the changes in delivery dates on those

submodules, and we simply have a disagreement.

Q All right. So it's their contention that the rules of

the game changed and that's why they'e slow in

delivering the submodules? Is that the essence of it?
A That's their primary concern.

Q All right. Your contention is to the contrary, that

they just didn't meet quality standards in producing

those submodules, and they had to take longer to get

them right to deliver them in the form in which the NRC

would allow you to use them, right?

A We believe the contract is very clear on the

responsibility for delivering the modules at specific

times at a specific cost, and they have not done that.

Q With an appropriate level of quality that meets

regulatory requirements for inclusion in a nuclear

plant.

A Well, that goes without saying, because we would not

accept the parts on site for inclusion in the project

unless they passed the quality test before we accept

delivery of the submodules.

Q Right, and nor would the NRC allow you to.

A The NRC would find us in violation of the license, if we
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1 did that? 

2 Q Yes. So when will you decide whether or not the 

3 resolution of this dispute about $538 million 

4 necessitates you invoking one of these more formal 

s dispute resolution mechanisms: arbitration or mediation? 

6 A I can't give the Commission a specific date on that 

7 today. The discussions are ongoing. What I can tell 

8 the Commission is, in the past, we've been able to find 

9 resolutions to our disagreements to this point. So 

10 we're certainly going to exhaust every opportunity to 

11 find a resolution that we think is good for the company 

12 and good for the customers over the long term, and we 

13 will push on that effort until we decide it's no longer 

14 fruitful. Then we'll decide what our options are at 

15 that point, whether it's some sort of dispute resolution 

1 6 or a move to a legal avenue . 

17 Q Okay. Page 41 of your testimony, line 15 , I quote, "If 

18 litigation is required , the court proceedings in a 

19 matter this complex could last five years or more. The 

20 final resolution might come well after the project was 

21 completed." That ' s your testimony? 

22 A I believe that's what it says, yes. 

2 3 Q Well , Mr . Marsh , if it could take five years or more, 

24 why didn't you start last year? Or today? Why wait 

2 5 longer to initiate a process that you say might take 
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Q Yes. So when wi 11 you decide whether or not the

resolut1on of this dispute about $538 million

necessitates you invoking one of these more formal

dispute resolution mechanisms: arbitration or mediation?

A I can't give the Commission a specific date on that

today. The discussions are ongoing. What I can tell
the Commission is, in the past, we'e been able to find

resolutions to our disagreements to this point. So

we'e certainly going to exhaust every opportunity to

find a resolution that we think is good for the company

and good for the customers over the long term, and we

will push on that effort until we decide it's no longer

fruitful. Then we'l decide what our options are at

that point, whether it's some sort of dispute resolution

or a move to a legal avenue.

Q Okay. Page 41 of your testimony, line 15, I quote, " If
11tigation i s required, the court proceed1ngs in a

matter this complex could last five years or more. The

final resolution might come well after the project was

completed." That's your testimony?

A I believe that's what it says, yes.

Q Well, Mr. Marsh, if it could take five years or more,

why didn't you start last year? Or today? Why wait

longer to initiate a process that you say might take
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five years? 

I'm not convinced today that the legal route would 

produce a result that would be in the best interests of 

our customers. You know, going through a legal 

proceeding does not guarantee a result. There's 

certainly risk associated with those proceedings. My 

experience has been for something this complex and this 

large, it could take a considerable amount of time. And 

before we embark on that process, I want to make sure 

we've exhausted all other avenues to us. 

I'm very concerned, if we were to file a lawsuit 

immediately, that it would have an impact on our ability 

to work closely with our consortium partners on 

completing this project . My number one priority is to 

complete these projects safely , on time, so they can 

deliver the benefits they are expected to deliver to 

customers over the next 60 years. Just to jump into a 

1 awsui t today and say , "Well , I need to start now so I 

can finish up , you know , by 2020," I don't think that 

would be prudent at this point , based on my knowledge of 

the disagreements and where we are in discussions with 

the consortium . I believe they have a vested interest 

in looking for a solution to this process without having 

to go through litigation. 

Well , you're aware, aren't you , that Georgia Power 
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produce a result that would be in the best interests of

our customers. You know, going through a legal

proceeding does not guarantee a result. There'

certainly risk associated with those proceedings. My

experience has been for something this complex and this
large, it could take a considerable amount of time. And

before we embark on that process, I want to make sure

we'e exhausted all other avenues to us.

I'm very concerned, if we were to file a lawsuit

immediately, that it would have an impact on our ability
to work closely with our consortium partners on

completing thi s project. My number one priori ty is to

complete these projects safely, on time, so they can

deliver the benefits they are expected to deli ver to

customers over the next 60 years. Just to jump into a

lawsuit today and say, "Well, I need to start now so I

can finish up, you know, by 2020," I don't think that

would be prudent at this point, based on my knowledge of

the disagreements and where we are in discussions with

the consortium. I believe they have a vested interest
in looking for a solution to this process without having

to go through litigation.
25 Q Well, you'e aware, aren't you, that Georgia Power
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Company has been , for some time, in litigation with a 

consortium about very similar claims with regard to 

noncompliance by the consortium and their obligations 

under their EPC? 

You know, first , their contract is very different from 

ours. It's a sealed contract, so I've not had the 

ability to go through it. My understanding , and I 

believe they've talked publicly, is that primarily their 

contract is fixed. So the disagreements they might have 

in their contract over the same issues in our contract 

would be evaluated very differently, I believe, from the 

potential of litigation. I know they have a large 

number of legal personnel working on those projects , 

trying to resolve issues. They have not been resolved 

yet. I think it'll be many years as they continue down 

the same road before they get resolved. And we're 

trying not to put ourselves in that position. 

Our contract is not fully fixed , which I said 

earlier we didn't do to preserve ourselves the right to 

try to protect the lower cost of the project . Their 

project is significantly higher, and I believe part of 

that reason is because it was fixed from day one, which 

we elected not to do, on the total contract. So I can't 

really compare their decision to move down a legal 

avenue on an issue- while the issue may be the same in 
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Company has been, for some time, in litigation with a

consorti um about very similar claims with regard to

noncompliance by the consortium and their obligations

under their EPC?

A You know, first, their contract is very different from

ours. It's a sealed contract, so I'e not had the

ability to go through it. My understanding, and I

believe they'e talked publicly, is that primarily their
contract is fixed. So the disagreements they might have

in their contract over the same issues in our contract

would be evaluated very differently, I believe, from the

potential of litigation. I know they have a large

number of legal personnel working on those projects,

trying to resolve issues. They have not been resolved

yet. I think it'l be many years as they continue down

the same road before they get resolved. And we'e

trying not to put ourselves in that position.

Our contract is not fully fixed, which I said

earlier we didn't do to preserve ourselves the right to

try to protect the lower cost of the project. Their

project is significantly higher, and I believe part of

that reason is because it was fixed from day one, which

we elected not to do, on the total contract, So I can'

really compare their decision to move down a legal

avenue on an issue — while the issue may be the same in
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terms of the construction project, probably a very 

different evaluation from a legal perspective. I'll 

trust them to make the decisions that are right for 

their project. 

But you haven't reviewed their EPC contract, which is 

confidential, so you're really speculating about what 

the content of that agreement is. 

I believe that's what I said. I have not reviewed the 

contract. I can only rely on what I've heard their 

personnel say publicly and what the general 

understanding is in the marketplace. 

So you say that Westinghouse owes you, or the consortium 

owes you, or your stockholders, $538 million. Are you 

aware that Georgia Power's claims in their initial 

complaint against the consortium were for $928 million 

for damages due to noncompliance? 

That number sounds correct, but, again, I don't think 

you're looking at apples-to-apples. I believe some of 

the costs that are in their initial claim, we resolved 

early on in our project, so we didn ' t have to go to 

litigation. We brought the results of that settlement 

to this Commission, I believe it was in 2012. 

So Georgia Power has chosen a different route. They've 

been in court for some time. They're asking for, you 

know, close to twice as much from the consortium as you 
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terms of the construction project, probably a very

different evaluation from a legal perspective. I'l
trust them to make the decisions that are right for

their project.

Q But you haven't reviewed their EPC contract, which is
confidential, so you'e really speculating about what

the content of that agreement is.

A I believe that's what I said. I have not reviewed the

contract. I can only rely on what I'e heard thei r

personnel say publicly and what the general

understanding is in the marketplace.

Q So you say that Westinghouse owes you, or the consortium

owes you, or your stockholders, $538 million. Are you

aware that Georgia Power's claims in their initial
complaint against the consortium were for $928 million

for damages due to noncompliance?

A That number sounds correct, but, again, I don't think

you'e looking at apples-to-apples. I believe some of

the costs that are in their initial claim, we resolved

early on in our project, so we didn't have to go to

litigation. We brought the results of that settlement

to this Commission, I believe it was in 2012.

Q So Georgia Power has chosen a different route. They'e

been in court for some time. They'e asking for, you

know, close to twice as much from the consortium as you
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1 say you're going to try to get from them. You've not 

2 tried anything other than talking to them. No 

3 negotiation- no arbitration, no l itigation. And you 

4 say you're not litigating or using the other means 

5 because you don't want to interfere with your working 

6 relationship. Well, what harm has the litigation done 

7 that's discernible to the efficacy of construction at 

8 the Vogtle site? They're following the same pattern you 

9 are. 

10 A I can't speak for the impact it's had on them. I'm just 

11 telling you, from my business experience, with a project 

12 this large, if you become embroiled in significant 

13 litigation before the project is completed- and 

14 sometimes you have to do that, but at this point we 

15 don't believe we're at that point- I believe it will 

16 have an impact on our working relationship, the 

17 conversations we have on a day-to-day basis at the plant 

18 site about work that needs to be done, to the point that 

19 it could- not saying it will, but it could-

20 potentially damage the relationship that would put our 

21 ability to complete these projects on time at great 

22 risk. 

23 Q What adverse impact has choosing the litigation route 

24 had on the progress in completing the Vogtle units? 

25 A I can't speak to where they are with the litigation and 
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say you'e going to try to get from them, You'e not

tried anything other than talking to them. No

negotiation — no arbitration, no litigation. And you

say you 'e not litigating or using the other means

because you don't want to interfere with your working

relationship. Well, what harm has the litigation done

that's discernible to the efficacy of construction at

the Vogtle site? They'e following the same pattern you

are.
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A I can't speak for the impact it's had on them. I'm just
telling you, from my business experience, with a project

this large, if you become embroi 1 ed in signifi cant

litigation before the project is completed — and

sometimes you have to do that, but at this point we

don't believe we'e at that point — I believe it wi 11

have an impact on our worki ng relationship, the

conversations we have on a day-to-day basis at the plant

site about work that needs to be done, to the point that

it could — not saying it wil'I, but it could—

potentially damage the relationship that would put our

ability to complete these projects on time at great

22 risk.

23 Q What adverse impact has choosing the litigation route

had on the progress in completing the Vogtle units?

25 A I can't speak to where they are with the litigation and
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1 the direct impact it's had on their project. 

2 Q Can you identify any material difference in the progress 

3 towards completion of the Vogtle units as compared to 

4 the Summer units? 

5 A They have not provided me with an analysis or a 

6 discussion around that. I can only assume it has made 

7 their discussions with field personnel different than I 

8 believe they would be if you were not in litigation. 

9 Q We're just nicer around here, in South Carolina, than 

10 those Georgia boys are. I mean, really, is there any 

11 material impact of them having asserted their rights for 

12 their ratepayers in court, in Georgia, as compared to 

13 the route that you've taken of being nice and just 

14 talking about it? 

15 A Well, being nice is not the term I would use in the 

16 negotiating room we've had with the consortium. Despite 

17 our calm demeanor in South Carolina, we've been pretty 

18 firm when we needed to be. You know, we've had some 

19 very frank discussions with the consortium, and I 

20 believe that is the most appropriate way for us to do it 

21 at this point. I think it's great that we've gotten 

22 this far along in the project and we don't have 

23 significant litigation. As I told you earlier, I 'm 

24 giving you my experience as a businessman in South 

25 Carolina for almost 38 years now that, when you get 
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the direct impact it's had on their project.

Q Can you identify any material difference in the progress

towards completion of the Vogtle units as compared to

the Summer units?

A They have not provided me with an analysis or a

discussion around that. I can only assume it has made

their discussions with field personnel different than I

believe they would be if you were not in litigation.
Q We 'e just nicer around here, in South Carolina, than

those Georgia boys are. I mean, really, is there any

material impact of them having asserted their rights for

their ratepayers in court, in Georgia, as compared to

the route that you'e taken of being nice and just
talking about it?

A Well, being nice is not the term I would use in the

negotiating room we'e had with the consortium. Despite

our calm demeanor in South Carolina, we'e been pretty

firm when we needed to be. You know, we'e had some

very frank discussions with the consortium, and I

believe that is the most appropriate way for us to do it
at this point. I th1nk it's great that we'e gotten

this far along in the project and we don't have

s1gnificant litigation. As I told you earlier, I'm

giving you my experience as a businessman in South

Carolina for almost 38 years now that, when you get
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embroiled in l itigation, it changes your relationship . 

I mean, it just does. I mean, you can go to a divorce 

and I'd hasten to say your relationship with someone 

you're going through a divorce on is probably not the 

same while you're goi ng through that divorce as it was 

before you filed the divorce papers. I just think it's 

human nature, given the challenges you would have in 

discussions of that nature. 

And you think that if this Commission approves, as 

you've requested, this $538 million as an increment of 

the total $698 million in additional costs to complete, 

you think that will enhance your bargaining position 

with the consortium; you'll be able to come out swinging 

harder in getting them to come to the table to write you 

that check. Is that your position? 

We're going to swing hard under all conditions . I mean , 

just because the Commission would approve these 

additional costs to be added to the capital costs of 

t his project is not going to change our position at all. 

We're going to work extremely hard to recover these 

costs, to keep these costs to a minimum as we resolve 

these issues with the consortium. We're not going to 

take a decision by this Commission as something we've 

got in the back pocket so we don't have to negotiate 

very hard. We 've made those very statements to the 
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embroi led in litigation, it changes your relationship.

I mean, it just does. I mean, you can go to a divorce

and I'd hasten to say your relationship with someone

you'e going through a divorce on is probably not the

same while you 'e going through that divorce as it was

before you filed the divorce papers . I just think it '

human nature, given the challenges you would have in

discussions of that nature.

Q And you think that if this Commission approves, as

you 'e requested, this $538 million as an increment of

the total $698 million in additional costs to complete,

you think that wi 11 enhance your bargaining position

with the consortium; you'l be able to come out swinging

harder in getting them to come to the table to write you

that check. Is that your position?

A We'e going to swing hard under all conditions. I mean,

just because the Commission would approve these

additional costs to be added to the capital costs of

this project is not going to change our position at all.
We'e going to work extremely hard to recover these

costs, to keep these costs to a minimum as we resolve

these issues with the consortium. We'e not going to

take a decision by this Commission as somethi ng we'e
got in the back pocket so we don't have to negotiate

very hard, We'e made those very statements to the
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consortium; I told them I was disappointed that we did 

not have some resolution prior to having to come to this 

Commission, but I was obligated to keep my Commission 

informed and we were going ahead with the discussion 

we'd made with the filing with the Commission to update 

these schedules. I made it very clear to the 

consortium; we've got language in our testimony before 

this Commission to commit to t his Commission that we'll 

not change our negotiating efforts and the zeal with 

which we will look to look out for our company and our 

customers. 

So you told us- or the Commission, or the public- last 

fall, that you would resolve these issues with the 

consortium, the schedule and the cost issues, and then 

you'd come to the Commission once you had known-and

measurable evidentiary basis for final costs and a final 

schedule, then you'd come to the Commission. But you 

don't have that yet, do you? You don't have the costs, 

because you've got $538 million up for grabs, in 

dispute. And yet, you're still here asking the 

Commission to give you a prudency judgment that that 

$538 million is freely chargeable to ratepayers . That's 

your position now? 

I don't agree with the way you stated that. I believe 

we've done exactly what we told the Commission we were 
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consortium; I told them I was disappointed that we did

not have some resolution prior to having to come to this
Commission, but I was obligated to keep my Commission

informed and we were going ahead with the discussion

we'd made with the filing with the Commission to update

these schedules. I made it very clear to the

consortium; we'e got language in our testimony before

this Commission to commit to this Commission that we'l
not change our negotiating efforts and the zeal with

which we will look to look out for our company and our

customers.

Q So you told us — or the Commission, or the public — last
fall, that you would resolve these issues with the

consortium, the schedule and the cost issues, and then

you'd come to the Commission once you had known-and-

measurable evidentiary basis for final costs and a final

schedule, then you'd come to the Commission. But you

don't have that yet, do you? You don't have the costs,

because you'e got $ 538 million up for grabs, in

dispute. And yet, you'e still here asking the

Commission to give you a prudency judgment that that

$538 million is freely chargeable to ratepayers. That'

your position now?

A I don't agree with the way you stated that. I believe

we'e done exactly what we told the Commission we were
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1 going to do. We were starting the discussions last 

2 fall. I was optimistic at that point that we would have 

3 a reasonable chance of resolving the responsibility 

4 decision over who would be accountable for the costs. 

5 But the numbers we have put in front of the Commission, 

6 they are known, they are measurable. We've been through 

7 the evaluation of the dollars that were included in the 

8 fully integrated schedule that was given us. The costs 

9 associated with that have been reviewed in detail by our 

10 expert team on site. They've been reviewed by the 

11 Office of Regulatory Staff. And we concluded that these 

12 costs are prudent , in our opinion. 

13 You know, just because we haven't assigned 

14 responsibility for the costs doesn't mean you can't 

15 determine what the costs to finish the plant would be, 

16 at this point , and that's what we presented to the 

17 Commission. And I think our testimony spells that out 

18 very carefully. We've only included in this capital 

19 cost schedule what we are required to pay under the 

20 contract. The risk we've got is , if we don't pay the 90 

21 percent that was in dispute, we could find ourselves in 

22 breach of the contract. And if that happens, the 

23 contractor could slow down work or potentially walk off 

24 the job , and we'll never have the opportunity to finish 

25 these plants on time. 
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going to do. We were starting the discussions last
fall. I was optimistic at that point that we would have

a reasonable chance of resolving the responsibility

decision over who would be accountable for the costs.

But the numbers we have put in front of the Commission,

they are known, they are measurable. We'e been through

the evaluation of the dollars that were included in the

fully integrated schedule that was given us. The costs

associated with that have been reviewed in detail by our

expert team on site. They'e been reviewed by the

Office of Regulatory Staff. And we concluded that these

costs are prudent, in our opinion.

You know, just because we haven't assigned

responsibility for the costs doesn't mean you can'

determine what the costs to finish the plant would be,

at this point, and that's what we presented to the

Commission. And I think our testimony spells that out

very carefully. We'e only included in this capital

cost schedule what we are required to pay under the

contract. The risk we'e got is, if we don't pay the 90

percent that was in dispute, we could find ourselves in

breach of the contract. And if that happens, the

contractor could slow down work or potentially walk off

the job, and we'l never have the opportunity to finish

these plants on time.
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So the numbers are known. They've been gone 

through with experts internally and externally, and are 

considered to be prudent. The only remaining question 

at this point is who will be responsible for paying the 

costs. The way the Base Load Review Act is employed by 

the Commission, only actual costs incurred will be 

billed to customers through revised rates, the carrying 

costs on that. None of these costs will be billed to 

consumers until plants come on-line and go into 

commercial operation. They won't pay a single dollar 

for the cost of the plants until the plants come on-

1 i ne. 

No, they'll pay the financing costs for whatever you ask 

the Commission and they, in turn, deem prudent as part 

of the capital costs of the plant. 

They will only pay the financing costs if the actual 

costs are incurred. They could approve this schedule 

today as part of this proceeding, and we could resolve 

the issue- if life would be so nice- in the next 

couple of weeks, and we could find out- if you take the 

extreme example- where we wouldn't have to pay any of 

the additional costs. What caused those costs would not 

be incurred; they would never be charged to customers. 

No financing costs, nor the actual costs. That's the 

way the Base Load Review Act functions. 
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12

So the numbers are known. They'e been gone

through with experts internally and externally, and are

considered to be prudent. The only remaining question

at this point is who will be responsible for paying the

costs, The way the Base Load Review Act is employed by

the Commission, only actual costs incurred will be

billed to customers through revised rates, the carrying

costs on that. None of these costs will be billed to

consumers until plants come on-line and go into

commercial operation. They won't pay a single dollar

for the cost of the plants until the plants come on-

line.

13 Q No, they'l pay the financing costs for whatever you ask

14

15

the Commission and they, in turn, deem prudent as part

of the capital costs of the plant.

15 A They will only pay the financing costs if the actual

17

18

19

20

21

22

23

25

costs are incurred. They could approve this schedule

today as part of this proceeding, and we could resolve

the issue — if life would be so nice — in the next

couple of weeks, and we could find out — if you take the

extreme example — where we wouldn't have to pay any of

the additional costs. What caused those costs would not

be incurred; they would never be charged to customers.

No financing costs, nor the actual costs. That's the

way the Base Load Review Act functions.
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Well, I see it differently, Mr. Marsh. I'd say there 

are two other alternatives. One is you could wait those 

couple of weeks, hold this Application in abeyance. 

Wait those couple of weeks. Once you've worked out 

either zero dollars, because you've persuaded- with all 

that good South Carolina sweet talk- persuaded the 

consortium to bear the $538 million, then you come in 

here and it's a much smaller pie we're talking about. 

Or, or, you could ask your stockholders to pay the $538 

million, or the 90 percent, carry the load that they are 

responsible for because you made these management 

decisions, and complete the plant just as you described. 

Pay the 90 percent, keep the consortium happy, but write 

the check out of your stockholders' pocket instead of 

the ratepayers'. You could do that, couldn't you? 

I think that option would be the most imprudent step we 

could take with respect to completing this project on 

time. I gave the extreme example of if we could 

complete negotiations in a couple of weeks. We're not 

going to complete negotiations in a couple of weeks. I 

don't know the exact timeframe , but it's not going to be 

in the next couple of weeks. 

If we don't include these capital costs in the 

schedule- because they are known, we've estimated those 

to be reasonable and in accordance with the work that 
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12

13
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21
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23

25

Q Well, I see it differently, Mr. Marsh. I'd say there

are two other alternatives. One is you could wait those

couple of weeks, hold this Application in abeyance.

Wait those couple of weeks. Once you'e worked out

either zero dollars, because you'e persuaded — with all

that good South Carolina sweet talk — persuaded the

consortium to bear the $ 538 million, then you come in

here and it's a much smaller pie we'e talking about.

Or, or, you could ask your stockholders to pay the $538

million, or the 90 percent, carry the load that they are

responsible for because you made these management

decisions, and complete the plant just as you

described 

.

Pay the 90 percent, keep the consortium happy, but write

the check out of your stockholders'ocket instead of

the ratepayers'. You could do that, couldn't you?

A I think that option would be the most imprudent step we

could take with respect to completing this project on

time. I gave the extreme example of if we could

complete negotiations in a couple of weeks. We'e not

going to complete negotiations in a couple of weeks. I

don't know the exact timeframe, but it's not going to be

in the next couple of weeks.

If we don't include these capital costs in the

schedule — because they are known, we'e estimated those

to be reasonable and in accordance with the work that
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needs to be done- the financial community will be very 

concerned about our ability to recover the costs we 

spend on this project . The shareholders - the 

shareholders you talk about having to eat this cost 

until we come back to the Commission, we have to raise 

capital. We don't have those shareholders today. We'd 

have to sell new stock , eventually, to pay for the cost 

of this plant, along with bond sales we have to make up 

about 50-50. So if this Commission were not to allow 

these capital costs to go forward as approved, subject 

to the actual costs to be paid over the long term , I 

think we're going to have a very difficult time , if not 

an impossible time finding the shareholders you talk 

about to step up to the plate and make an investment , 

because they're not concerned about just receiving a 

return on their investment; they ultimately want to 

receive a return of their investment when these plants 

come on-line and depreciation starts . So I think that 

would be the worst alternative that could be imagined 

for this project , and put our ability to finish these 

plants on time in tremendous jeopardy. 

All right . But the standard the Commission is going to 

weigh is not whether or not Wall Street or your 

stockholders are put in a bind by these cost overruns; 

they ' re the standard of whether these additional capital 
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needs to be done — the financial community wi 11 be very

concerned about our ability to recover the costs we

spend on this project. The shareholders — the

shareholders you talk about having to eat this cost

until we come back to the Commission, we have to raise

capital. We don't have those shareholders today. We'

have to sell new stock, eventually, to pay for the cost

of this plant, along with bond sales we have to make up

about 50-50. So if this Commission were not to allow

these capital costs to go forward as approved, subject

to the actual costs to be paid over the long term, I

think we'e going to have a very difficult time, if not

an impossible time finding the shareholders you talk

about to step up to the plate and make an investment,

because they 'e not concerned about just receiving a

return on their investment; they ultimately want to

receive a return of their investment when these plants

come on-line and depreciation starts. So I think that

would be the worst alternative that could be imagined

for this project, and put our ability to finish these

plants on time in tremendous jeopardy.

22 0 All right. But the standard the Commission is going to

23

25

weigh is not whether or not Wall Street or your

stockholders are put in a bind by these cost overruns;

they'e the standard of whether these additional capital
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costs that you propose to incur are imprudent . That's 

the standard under the Base Load Review Act, isn't it? 

There has been no evidence provided in this case to 

support the fact or the contention that these costs 

could be imprudent. We-

That's not my question. Sorry for interrupting, but my 

question really is, the standard is imprudence that's 

what you've testified to- under the Base Load Review 

Act. That's the standard, isn't it? 

My understanding of the Base Load Review Act is, once 

the initial capital cost schedule has been provided, 

which we did in 2008, the company would be authorized to 

return to the Commission to make updates to that 

schedule , which we have done on a couple of occasions , 

and based on the evidence presented in those hearings 

and the information provided by the company, those 

amounts are deemed to be prudent unless there's evidence 

provided about their imprudence. 

I know of no evidence in this case where someone 

has challenged the costs and said they're imprudent. 

This schedule has been reviewed by our team , it's been 

reviewed by ORS, and the Office of Regulatory Staff 

concluded that these costs were prudent and the 

company's filing was appropriate. 

We look forward to you listening to the rest of the case 
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costs that you propose to incur are imprudent. That'

the standard under the Base Load Review Act, isn't it?
3 A There has been no evidence provided in this case to

support the fact or the contention that these costs

could be imprudent. We—

6 Q That's not my question. Sorry for interrupting, but my

question really is, the standard is imprudence — that'
what you'e testified to — under the Base Load Review

Act. That's the standard, i sn't it?
10 A Ny understanding of the Base Load Review Act is, once

12

13

15

16

17

18

19

20

21

22

23

the initial capital cost schedule has been provided,

which we did in 2008, the company would be authorized to

return to the Commission to make updates to that

schedule, which we have done on a couple of occasions,

and based on the evidence presented in those hearings

and the i nformation provided by the company, those

amounts are deemed to be prudent unless there's evidence

provided about their imprudence.

I know of no evidence in this case where someone

has challenged the costs and said they'e imprudent.

This schedule has been reviewed by our team, it's been

revi ewed by ORS, and the Office of Regulatory Staff

concluded that these costs were prudent and the

company 's filing was appropriate.

25 Q We look forward to you listening to the rest of the case
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You may h a v e  o n e  you w a n t  t o  

10 p r e s e n t t o  me, b u t  I 

1 1 Q I w a n t  t o  s h a r e  w i t h  you t h e  f i n a l  b r i e f  o f  R e s p o n d e n t  

1 2  S o u t h  C a r o l i n a  E l e c t r i c  & Gas Company, i n  t h e  a p p e a l  o f  

1 3 S o u t h  C a r o l i n a  E n e r g y  U s e r s  Commission~ at the State 

14 Supreme Court. And it's a document that I think you'll 

15 recognize, signed by Mr. Chad Burgess, January 21, 2014 . 

16 I'm going to direct your attention to page 22 of that 

17 document [indicating] . 

18 A [Indicating . ] 

1 9 MR. BURGESS: [Indicating.] 

2 0 BY MR. GUILD: 

21 Q And I'll ask you, if you would , please, Mr. Marsh- I 

22 made an asterisk by a line with some quotation marks 

23 that begin with the word , '"Prudence' is universally 

24 understood ... " Would you read that quote, please? 

25 A Yes. It says, "'Prudence' is universally understood 
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10

12

13

15

16

17

that's being presented here, on that score, Mr. Marsh,

but the standard of prudence is what this Commission is

going to have to weigh. Are you aware of the position

that your company has taken on, with regard what the

definition of "prudence" is that should be employed by

this Commission?

A I'e talked to the Commission on numerous occasions

about my definition of "prudence." I don't know if our

company has written one. You may have one you want to

present to me, but I—

Q I want to share with you the final brief of Respondent

South Carolina Electric & Gas Company, in the appeal of

South Carolina Ener Users Commission~ at the State

Supreme Court. And it's a document that I think you'l
recognize, signed by Mr. Chad Burgess, January 21, 2014,

I'm going to direct your attention to page 22 of that

document [indicating].

18

19

A [Indicating.]

MR. BURGESS: [Indicating.]

20 BY MR. GUILD:

21

22

23

24

Q And I'l ask you, if you would, please, Mr. Marsh — I

made an asterisk by a line with some quotation marks

that begin with the word, "'Prudence's universally

understood..." Would you read that quote, please?

25 A Yes . It says, " 'rudence 's universally understood
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under a prudency test, a standard by which management 

action is to be judged, as that of reasonableness under 

the circumstances, given what was known or should have 

been known at the time the decision was made or action 

was taken." 

It cites a case, Georgia -

It cites the case of Georgia Power Company versus 

Georgia Public Service Commission. 

You don't need to read the citation, but, thank you. 

And you'd acknowledge that that is the position that the 

company took in that filing with the Supreme Court 

[indicating]? 

You know, I'm not a lawyer. I will certainly 

acknowledge that's what it says, but I think to get the 

feel for the whole decision that was reached by the 

Supreme Court, you'd have to read that whole document. 

I just read a

And I want to -

piece of it. 

show you the whole decision. This is the Georgia 

Power decision that your lawyer cited as the appropriate 

prudence standard. I'll put that before you 

[indicating] . 

[Indicating.] 

And the language that you just read is the underlying 
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under a prudency test, a standard by which management

action is to be judged, as that of reasonableness under

the circumstances, given what was known or should have

been known at the time the decision was made or action

was taken."

Q It cites a case, Georgia—

A It cites the case of Geor ia Power Com an versus

Geor ia Public Service Commission.

Q You don't need to read the citation, but, thank you.

10

12

13

15

16

And you'd acknowledge that that is the position that the

company took in that filing with the Supreme Court

[indicating]?

A You know, I'm not a lawyer. I will certainly

acknowledge that ' what it says, but I think to get the

feel for the whole decision that was reached by the

Supreme Court, you'd have to read that whole document.

17

18

I just read a—

Q And I want to—

19

20

A — piece of it.
Q — show yoo the wh ie decision. This is the ~deer is

21

22

23

24

Power decision that your lawyer cited as the appropriate

prudence standard. I'l put that before you

[indicating] .

A [Indicating.]

25 Q And the language that you just read is the underlying
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1 language, but would you read the rest of that text that 

2 follows after the underlined language, about the 

3 definition of prudence, that your lawyers argued, 

4 please? 

5 A [Indicating.] 

6 MR. BURGESS: [Indicating.] 

7 WITNESS: Did you say you want me to read the 

8 underlined part, or you want me to start reading 

9 after that? 

10 BY MR. GUILD: 

Start reading after it, please, Mr. Marsh. 11 Q 

12 A "The concept of prudence implies a standard or duty of 

13 care owed to others. In building a nuclear power plant, 

14 the Nuclear Regulatory Commission requires the utility 

15 to exercise a high standard of care in order to protect 

16 the public health and safety. Similarly, given the 

17 costs involved and the rate impact of those costs on 

18 monopoly customers, this Commission finds that the 

19 utility should be held to a high standard of care in 

20 making decisions and taking actions in its planning and 

21 constructing such a project. Thus, while the standard 

22 to be applied is reasonableness under the circumstances, 

23 where the risk of harm to the public and ratepayer is 

24 greater, the standard of care expected from the 

25 reasonable person is higher. Given this standard, a 
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language, but would you read the rest of that text that

follows after the underlined language, about the

definition of prudence, that your lawyers argued,

please?

5 A [Indicating.]

MR. BURGESS: [Indicating,]

WITNESS: Did you say you want me to read the

underlined part, or you want me to start reading

after that?

10 BY MR. GUILD:

Q Start reading after it, please, Mr. Marsh,

12 A "The concept of prudence implies a standard or duty of

13

15

16

17

18

19

20

21

22

23

24

25

care owed to others. In building a nuclear power plant,

the Nuclear Regulatory Commission requires the utility
to exercise a high standard of care in order to protect

the public health and safety. Similarly, given the

costs involved and the rate impact of those costs on

monopoly customers, this Commission finds that the

utility should be held to a high standard of care in

making decisions and taking actions in its planning and

constructing such a project. Thus, while the standard

to be applied is reasonableness under the circumstances,

where the risk of harm to the public and ratepayer is

greater, the standard of care expected from the

reasonable person is higher, Given this standard, a
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C o u r t ,  a p t l y  c a p t u r e s  w h a t  you b e l i e v e  t o  be y o u r  

8 c o m p e t e n c e  i n  making j u d g m e n t s  a b o u t  t h e  t e r m s  on w h i c h  

9 t h i s  n u c l e a r  p r o j e c t  i s  g o i n g  f o r w a r d ?  

1 0  A It sounds like a reasonable explanation of the 

11 activities we've undertaken to identify these additional 

12 costs and evaluate those costs prior to presenting them 

13 to the Commission as an amendment to the capital cost 

1 4 schedule. 

15 MR. GUILD: Thank you, Mr. Marsh. That's all 

16 I have. 

17 CHAIRMAN HALL: All right. Commissioners, 

18 questions for Mr. Marsh? Commissioner Randall. 

19 COMMISSIONER RANDALL: Thank you, Madam Chair. 

20 EXAMINATION 

2 1 BY COMMISSIONER RANDALL: 

22 Q I've just got one question. We've had several, sort of, 

23 thoughts and reactions to the proposed reduction on the 

24 return on common equity from 11 to 10~ in the settlement 

25 agreement. Have you had any reaction from the financial 
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reasonable person is one who is qualified by education,

training, and experience to make the decision or take

the action, using information available and applying

logical reasoning processes."

5 Q All right. Thank you. Mr. Marsh, I take it that you

would accept that language, description, by the Georgia

Court, aptly captures what you believe to be your

competence in making judgments about the terms on which

this nuclear project is going forward?

10 A It sounds like a reasonable explanation of the

12

13

15

16

17

18

19

20

activities we'e undertaken to identify these additional

costs and evaluate those costs prior to presenting them

to the Commission as an amendment to the capital cost

schedule.

MR. GUILD: Thank you, Mr. Marsh. That's all

I have.

CHAIRMAN HALL: All right. Commissioners,

questions for Mr, Marsh? Commissioner Randal 1.

COMMISSIONER RANDALL: Thank you, Madam Chair.

EXAMINATION

21 BY COMMISSIONER RANDALL:

22 Q I'e just got one question. We'e had several, sort of,

23

25

thoughts and reactions to the proposed reduction on the

return on common equity from i 1 to 10M in the settlement

agreement, Have you had any reaction from the financial
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community regarding this reduction, and how do you see 

that the financial community actually views this 

proposed reduction? 

I don't think they've reviewed the 10~ by itself. I 

think they've taken that as part of the comprehensive 

settlement agreement that was reached with the ORS and 

Energy Users. I believe, in my experience, they believe 

it was a good decision on the company to try to settle 

these issues because it limits or could mitigate 

potential, you know, appeal of the decision by the 

Commission. It certainly shows that one of our 

significant intervenors, that's been involved in all of 

our cases since we started in 2008, has come to an 

agreement with the company on what we believe is a 

reasonable and fair decision on the issues that were 

involved in this case. I think they've reacted 

positively. It would certainly be a sign to the 

financial community that the Commission - if the 

Commission were to adopt the settlement - that it has 

continued its fair and reasonable approach of applying 

the Base Load Review Act, upon which we depend heavily 

for our future financing. 

COMMISSIONER RANDALL: Thank you . 

Thank you, Madam Chair. 

CHAIRMAN HALL: All right. Thank you. 
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10

12

13

16
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18
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22

23

25

community regarding this reduction, and how do you see

that the financial community actually views this

proposed reduction?

A I don ' think they 'e reviewed the 10M by

itself 

. I

think they'e taken that as part of the comprehensive

settlement agreement that was reached with the ORS and

Energy Users. I believe, in my experience, they bel 1eve

it was a good decision on the company to try to settle
these issues because it limits or could mit1gate

potent1al, you know, appeal of the decision by the

Commission. It certainly shows that one of our

significant intervenors, that's been involved 1n all of

our cases since we started in 200B, has come to an

agreement with the company on what we believe is a

reasonable and fair decision on the issues that were

involved in this case, I think they'e reacted

positively. It would certa1nly be a sign to the

financial community that the Commission — if the

Commission were to adopt the settlement — that it has

continued its fair and reasonable approach of apply1ng

the Base Load Review Act, upon which we depend heavily

for our future financing.

COMMISSIONER RANDALL: Thank you.

Thank you, Madam Chair.

CHAIRMAN HALL. All right. Thank you.

OL OF

PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA



2 0 1 5 - 1 0 3 - E  South Carolina Electric & Gas Co . 168 
Nuclear Construction Updates and Revisions 

1 Commissioner Elam. 

2 EXAMINATION 

3 BY COMMISSIONER ELAM: 

4 Q Good afternoon, Mr. Marsh. 

5 A Good afternoon. 

6 Q The reduction- let's see if I can clear up something 

7 that I heard earlier. The reduction in the ROE from 11 

8 to 10.5 

9 A 

10 Q 

Right. 

-represented, according to ORS, a $15 million savings, 

11 over what time period? Is it the construction schedule, 

12 or is it the entire anticipated life of the plant? 

13 A No, it would just be during the construction schedule. 

1 4 While these plants are under construction, under the 

1 5 Base Load Review Act, they would have applied the rate 

16 of return that's been agreed to. So the 10~ percent 

17 would apply until Unit 2 and Unit 3 come on-line. So at 

18 the time those units come on-line , you will transition 

19 to the then-effective ROE for the core business , and 

20 that would be the ROE that would be there into the 

2 1 future. 

22 Q Okay . You've been asked some questions about some 

2 3 comparisons to Georgia Power. Do you know , off the top 

24 of your head, a comparison of the number of electric 

25 retail customers SCE&G has , as opposed to how many 
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Commissioner Elam.

EXAMINATION

3 BY COMMISSIONER ELAM:

Q Good afternoon, Mr. Marsh.

5 A Good afternoon,

6 Q The reduction — let's see if I can clear up someth1ng

that I heard earlier. The reduction 1n the ROE from 11

to 10.5—

9 A Right.

10 Q — represented, according to ORS, a $ 15 million savings,

12

over what time period? Is it the construction schedule,

or is it the entire ant1ci pated life of the plant?

13 A No, it would just be during the construction schedule.

14

15

16

17

18

19

20

21

While these plants are under construction, under the

Base Load Review Act, they would have applied the rate

of return that's been agreed to. So the 10M percent

would apply unt11 Unit 2 and Unit 3 come on-line. So at

the time those units come on-line, you will transition

to the then-effective ROE for the core business, and

that would be the ROE that would be there into the

future.

22 Q Okay. You'e been asked some questions about some

23

24

25

comparisons to Georgia Power. Do you know, off the top

of your head, a comparison of the number of electric
retail customers SCE&G has, as opposed to how many
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1 Georgia Power has? 

2 A I don't know that number, specifically. I can confirm 

3 that it's a lot more than we have in South Carolina. 

4 Q 

5 A 

Is it on an order of double, or triple? 

I'm confident it's at least double. It may be three 

6 times, just for Georgia Power. 

7 Q Okay . And as to Georgia Power versus SCE&G, just the 

8 total megawatts of generation, the difference between 

9 the two companies, do you know that? 

10 A I don't know the specific amount that's owned directly 

11 by Georgia Power Company. They are part of a holding 

12 company known as the Southern Company, and there may be 

13 generation that is co-owned and some of those megawatts 

1 4 are allocated between companies . I just don't know 

1 5 that, specifically, but I would expect their generation 

16 megawatts that either they own or have been assigned to 

17 them from the corporate entity would be of a magnitude 

18 consistent with the number of customers . 

19 Q Okay. Following up on your discussion with Mr. Guild 

20 about negotiations with the consortium, when did those 

21 start? 

22 A We started, I believe it was last September. We 

23 received the updated schedule from them in August , and 

24 that followed shortly thereafter with the costs 

2 5 associated with that schedule. 
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10

12

13

14

15

16

17

18

19

20

21

Georgia Power has?

A I don't know that number, specifically. I can confirm

that it's a lot more than we have in South Carolina.

Q Is it on an order of double, or triple?
A I'm confident it's at least double. It may be three

times, just for Georgia Power.

Q Okay. And as to Georgia Power versus SCE&G, just the

total megawatts of generation, the difference between

the two companies, do you know that?

A I don't know the specific amount that's owned directly

by Georgia Power Company. They are part of a holding

company known as the Southern Company, and there may be

generation that is co-owned and some of those megawatts

are allocated between companies. I just don't know

that, specifically, but I would expect thei r generation

megawatts that either they own or have been assigned to

them from the corporate entity would be of a magnitude

consistent with the number of customers.

Q Okay, Following up on your discussion with Nr. Guild

about negotiations with the consortium, when did those

start?
22

23

25

A We started, I believe it was last September. We

received the updated schedule from them in August, and

that followed shortly thereafter with the costs

associated with that schedule.
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1 Q Okay. 

2 A So when they decided to make an effort to bill that 

3 additional cost to us, we started challenging them on 

4 the costs. That's not to say there weren't some 

5 preliminary discussions, because we expected it to be 

6 coming. But we certainly didn't get into direct 

7 negotiation of that, probably until September of 2014. 

8 Q Okay. At September 2014, were you in agreement with the 

9 consortium about what the dollar figure value of that 

10 was, or was that later? 

11 A I don't know exactly when the dollar amounts were 

12 presented to them in the various discussions. I don't 

13 think that occurred at one particular time. As I told 

14 Mr. Guild, as we got into the schedule and had a chance 

15 to evaluate the numbers and, you know, go through and 

16 identify what we specifically thought was not 

17 appropriate- I mean, this is a schedule that's 

18 thousands of lines long and has thousands of pages of 

19 detail behind it. So we didn't get the schedule on a 

20 Monday and we were through with it on a Wednesday. It 

21 took us weeks and probably several months to get all the 

22 way through the detail on that schedule, because we 

23 wanted to determine first if we thought it was 

24 achievable, and then we looked behind the hours and the 

25 costs behind that to determine what we thought was 
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10

12

13

15

16

17

18

19

20

21

22

23

24

25

Q Okay.

A So when they decided to make an effort to bi 11 that

additional cost to us, we started challenging them on

the costs. That's not to say there weren't some

preliminary discussions, because we expected it to be

coming . But we certainly didn ' get into direct

negoti ation of that, probably until September of 2014.

Q Okay. At September 2014, were you in agreement with the

consortium about what the dollar figure value of that

was, or was that later?
A I don't know exactly when the dollar amounts were

presented to them in the various discussions. I don'

think that occurred at one particular time. As I told

Mr. Guild, as we got into the schedule and had a chance

to evaluate the numbers and, you know, go through and

identify what we specifically thought was not

appropriate — I mean, this is a schedule that'

thousands of lines long and has thousands of pages of

detai 1 behind it. So we didn't get the schedule on a

Monday and we were through with it on a Wednesday. It
took us weeks and probably several months to get all the

way through the detail on that schedule, because we

wanted to determine first if we thought it was

achievable, and then we looked behind the hours and the

costs behind that to determine what we thought was
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1 appropriate and not consistent with the EPC contract. 

2 Q Okay. Thousands of lines. Without getting into a 

3 dollar figure, has there been any agreement about any of 

4 those sub-lines, as far as whose responsibility 

5 something or the other is, and you're just trying to get 

6 through to the end? Or is there no agreement on 

7 anything to this point? 

8 A No, there were some dollars in there that we did agree 

9 that were appropriate, and I believe Mr. Jones is going 

10 to present some change orders in connection with that. 

11 We identified a couple of other costs that we believe 

12 are appropriate in the revised schedule they gave us. 

13 The ones we pointed out in the filing here and we've 

14 indicated we're only going to pay 90 percent of are the 

15 ones we dispute under the contract. 

1 6 Q Can you give the Commission a rough idea of when you 

17 would expect some finality to that process? 

18 A I wish I could give you a specific date . The consortium 

19 is not in agreement with our position, so we continue to 

20 negotiate it extremely hard. We've had a number of 

21 discussions . There are some areas I believe we're 

22 starting to find some common ground. I wish I could 

23 give you more detail, but those are confidential 

24 discussions and, you know, we certainly haven't signed 

25 anything that would say we think we're on the right path 
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appropriate and not consistent with the EPC contract.

2 Q Okay. Thousands of lines. Without getting into a

dollar figure, has there been any agreement about any of

those sub-lines, as far as whose responsibility

something or the other is, and you 'e just trying to get

through to the end? Or is there no agreement on

anything to this point?

8 A No, there were some dollars in there that we did agree

10

12

13

15

that were appropriate, and I believe Mr. Jones is going

to present some change orders in connection with that.

We identified a couple of other costs that we believe

are appropriate in the revised schedule they gave us.

The ones we pointed out in the filing here and we'e

indicated we'e only going to pay 90 percent of are the

ones we dispute under the contract,

16 Q Can you give the Commission a rough idea of when you

17 would expect some finality to that process?

18 A I wish I could give you a specific date, The consortium

19

20

21

22

23

25

is not in agreement with our position, so we continue to

negotiate it extremely hard . We'e had a number of

discussions 

. There are some areas I believe we'e
starting to find some common ground. I wish I could

give you more detail, but those are confidential

discussions and, you know, we certainly haven't signed

anything that would say we think we'e on the right path
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1 on these three and upset on those five. We're still 

2 continuing to work through that process very hard. 

3 Q So no idea whether it would be this year or not? 

4 A I would like to think we could complete it this year. 

5 That would certainly be a goal of mine. I believe the 

6 consortium would certainly like to resolve it by the end 

7 of the year. But I can't commit to an exact date. 

8 That's certainly a reasonable target, though. 

9 Q Okay. Tell me what the procedure will be if, in fact, 
' 

10 you convince the consortium to take responsibility for 

11 half of it, as-

12 A Right. 

13 Q -an example, and these have already been approved as 

14 capital costs. Will there be some mechanism for 

15 anything that perhaps ratepayers have paid, to that 

16 point, to be credited? 

17 A Well, assume we pay the 90 percent- I'm just going to 

18 give an extreme example. Let's assume we paid all of 

19 the 90 percent, and we reach a resolution where we 

20 recover all of the 90 percent. Certainly, we would 

21 immediately credit that back to the cost of the project, 

22 and in the next revised rate filing, that would be 

23 reflected in the customers' rates because they're paying 

24 for the carrying costs on that amount. 

25 Q How will that come back? Just in the cost of the 
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10

on these three and upset on those five. We'e still
continuing to work through that process very hard .

Q So no idea whether it would be this year or not?

A I would like to think we could complete it this year.

That would certainly be a goal of mine. I believe the

consortium would certainly like to resolve it by the end

of the year. But I can't commit to an exact date.

That's certainly a reasonable target, though.

Q Okay. Tell me what the procedure wi 11 be if, in fact,

you convince the consortium to take responsibility for

half of it, as—

12

13

15

16

17

18

19

20

21

22

23

25

A Right.

Q — an example, and these have already been approved as

capital costs. Will there be some mechanism for

anything that perhaps ratepayers have paid, to that

point, to be credited?

A Well, assume we pay the 90 percent — I'm just going to

give an extreme example. Let's assume we paid all of

the 90 percent, and we reach a resolution where we

recover all of the 90 percent, Certainly, we would

immediately credit that back to the cost of the project,
and in the next revised rate filing, that would be

reflected in the customers'ates because they'e paying

for the carrying costs on that amount.

Q How will that come back? Just in the cost of the
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1 project, or- there's no other rate mechanism as far as 

2 any change in the capital costs? 

3 A Well, if we were to recover monies from the consortium 

4 that we had paid, we would immediately credit those 

5 dollars to the project . So the capital costs we've 

6 eventually paid for the project would go down 

7 immediately. Those actual dollars paid are what we use 

8 to file our revised rates adjustment on an annual basis, 

9 so your next revised rate adjustment would be on a lower 

10 capital cost, which would give you the credit on that 

11 carrying cost for customers in bills going forward. 

12 Q Okay . On page 11 of your prefiled testimony, you talk 

13 about the increase in the forecasted benefit of 

14 production tax credits, due to a smaller number of 

15 competing utilities. Do you have any concerns about 

16 having both units meet the required placed-in-service 

17 date of prior to January 1 , 2021? And, I guess , the 

18 first unit. 

19 A Yeah. Well, the first unit- the first new unit, Unit 

20 2, I don't believe is under as much risk as the second 

21 unit, because if it's completed on time in 2019 it will 

22 be well within the limits established by the Treasury 

23 for the production tax credits. Certainly, unit two is 

24 close to the deadline, which is why we're so concerned 

25 about keeping progress moving forward on these units and 
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10

12

13

14

15

16

17

18

19

20

21

22

23

25

project, or — there's no other rate mechanism as far as

any change in the capital costs?

A Well, if we were to recover monies from the consortium

that we had paid, we would immediately credit those

dollars to the project. So the capital costs we'e
eventually paid for the project would go down

immediately. Those actual dollars paid are what we use

to file our revised rates adjustment on an annual basis,

so your next revised rate adjustment would be on a lower

capital cost, which would give you the cred1t on that

carrying cost for customers in bills going forward.

Q Okay. On page 11 of your pref11ed testimony, you talk
about the increase in the forecasted benef1t of

production tax credits, due to a smaller number of

competing utilities. Do you have any concerns about

having both units meet the required placed-in-service

date of prior to January 1, 2021? And, I guess, the

first unit,

A Yeah. Well, the first unit — the f1rst new unit, Unit

2, I don't believe is under as much risk as the second

unit, because if it's completed on time in 2019 it will

be well within the limits established by the Treasury

for the production tax credits. Certainly, unit two is
close to the deadline, which is why we 'e so concerned

about keeping progress moving forward on these units and
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1 not doing anything to delay that progress. That's 

2 really why the 90 percent mechanism was put into the 

3 contract, so if we found ourselves in a situation where 

4 there was a dispute , that work could continue while we 

5 made the effort to resolve the dispute. 

6 Q Is the substantial completion date usually the same as 

7 the placed-in-service date? 

8 A There are probably a variety of opinions on that. We 

9 have assumed, for our purposes, it's the commercial 

1 0 operation dates. There are some out there that may be 

11 of the opinion- I've heard discussions that that could 

1 2 be when the fuel is actually loaded into the reactor and 

13 you're producing fuel - I mean, producing electricity. 

14 The credit is linked to the production of electricity , 

15 so that ' s a position that we certainly might make some 

16 valid effort down the road to evaluate that . 

17 Q In your testimony there on page 11, I guess starting at 

18 line four going to the end of line five, you talk about 

19 $1.2 billion in interest costs , i n future dollars. 

20 We ' ve been- thr oughout these proceedings, there 's been 

21 a lot of discussion of money in terms of 2007 dollars . 

22 A Right. 

23 Q Why are you talking about future dollars now , here? 

24 A These are debt issuances that have already been sold to 

25 the publ i c, and this is interest that will be paid in 
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not doing anything to delay that progress . That '

really why the 90 percent mechanism was put into the

contract, so if we found ourselves in a situation where

there was a dispute, that work could continue while we

made the effort to resolve the dispute.

Q Is the substantial completion date usually the same as

the placed-in-service date?

10

12

13

14

15

17

19

20

21

22

23

25

A There are probably a variety of opinions on that. We

have assumed, for our purposes, it's the commercial

operation dates. There are some out there that may be

of the opinion — I'e heard discussions that that could

be when the fuel is actually loaded into the reactor and

you'e producing fuel — I mean, producing electricity.
The credit is linked to the production of electricity,
so that's a position that we certainly might make some

valid effort down the road to evaluate that.

Q In your testimony there on page ii, I guess starting at

line four going to the end of line five, you talk about

$ 1.2 billion in interest costs, in future dollars.
We'e been — throughout these proceedings, there's been

a lot of discussion of money in terms of 2007 dollars.

A Right.

Q Why are you talking about future dollars now, here?

A These are debt issuances that have already been sold to

the public, and this is interest that will be paid in
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So w e ' v e  t a k e n  t h e  a c t u a l  amount o f  i n t e r e s t  

4 t h a t  would b e  p a i d  o v e r  t h a t  p e r i o d .  

5 Q So, d o e s  t h a t  n e c e s s a r i l y  make p r o j e c t i o n s  a b o u t  

6 i n t e r e s t - o r ,  t h a t ' s  a f i x e d  r a t e  on t h e  b o n d s ?  

7 A T h o s e  a r e  f i x e d  r a t e s  on t h e  b o n d s .  A l l  t h e  b o n d s  t h a t  

8 h a v e  b e e n  i s s u e d  a t  t h i s  p o i n t  h a v e  b e e n  f i x e d - r a t e  

9 b o n d s .  

1 0 Q On p a g e  4 6  o f  y o u r  p r e f i l e d ,  a t  l i n e  1 6 ,  you t a l k  a b o u t  

1 1 SCE&G's r o l e  a s  owner o f  t h e  p r o j e c t .  Can you e x p l a i n  a 

12 1 itt 1 e bit what "owner of the project" means? Does that 

1 3 have something to do with your relationship vis-a-vis 

1 4 Santee Cooper? Or what is special about "owner of the 

15 project"? 

16 A There's nothing special there , other than we are an 

17 owner of the project, with Santee Cooper , our partner . 

18 What I was trying to say was , as an owner , we're going 

19 to make sure we maintai n all of our claims , to try to 

20 keep as much leverage on Westinghouse and CB&I as we 

2 1 can, to eliminate these costs that we believe are not 

22 appropriately charged to us. 

23 Q Okay . So Santee Cooper is not involved in negotiating 

24 with the contractors. 

25 A Oh , no , they're actively involved with us . 
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the future, over the life of those bonds — in some

cases, 30-year bonds, and in a couple of cases, 50-year

bonds. So we'e taken the actual amount of interest

that would be paid over that period.

Q So, does that necessarily make projections about

interest — or, that's a fixed rate on the bonds?

7 A Those are fixed rates on the bonds. All the bonds that

have been issued at this point have been fixed-rate

bonds.

10 Q On page 46 of your prefi led, at line i6, you talk about

12

13

14

SCE&G's role as owner of the project. Can you explain a

little bit what "owner of the project" means? Does that

have something to do with your relationship vis-a-vis

Santee Cooper? Or what is special about "owner of the

project"?

15 A There's nothing special there, other than we are an

17

18

19

20

21

22

owner of the project, with Santee Cooper, our partner.

What I was trying to say was, as an owner, we'e going

to make sure we maintain all of our claims, to try to

keep as much leverage on Westinghouse and CB&I as we

can, to eliminate these costs that we believe are not

appropriately charged to us.

23 Q Okay, So Santee Cooper is not involved in negotiating

24 with the contractors.

25 A Oh, no, they'e actively involved with us.
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2 A 
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Okay. 

Lonnie Carter sits with me on many occasions, as well as 

3 other people on his construction team at the plant site. 

4 They are in every conversation with us; they're in every 

5 negotiation meeting with us. There's nothing we don't 

6 do, from a negotiating perspective, that's not discussed 

7 and agreed to with Santee. 

8 Q 

9 A 

10 Q 

Okay. Maybe I phrased it a little badly. 

All we're trying to say 

They're not in separate negotiations with the 

11 consortium. 

12 A Oh, absolutely not . 

13 Q Okay. So whatever applies to SCE&G will apply to Santee 

14 Cooper, as well? 

1 5 A If we reach an agreement, I think it's comfortable to 

16 say that it will be an agreement that all the parties 

17 sign onto , SCE&G and SCANA - SCE&G and Santee Cooper. 

1 8 COMMISSIONER ELAM: Nothing further. Thank 

19 you . 

20 CHAIRMAN HALL: All right. Commissioner 

2 1 Hamilton. 

2 2 COMMISSIONER HAMILTON: Thank you , Madam 

23 Chair . 

24 < 

25 < 
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10

Q Okay.

A Lonnie Carter sits with me on many occasions, as well as

other people on his construction team at the plant site.
They are in every conversation with us; they'e in every

negotiation meeting with us . There ' nothi ng we don '

do, from a negotiating perspective, that's not discussed

and agreed to with Santee.

Q Okay. Maybe I phrased it a little badly.

A All we'e trying to say—

Q They'e not in separate negotiations with the

consortium.

12

13

A Oh, absolutely not.

Q Okay. So whatever applies to SCE&G wi 11 apply to Santee

Cooper, as we11?

15

16

17

18

A If we reach an agreement, I think it's comfortable to

say that it wi 1 1 be an agreement that all the parties

sign onto, SCE&G and SCANA — SCE&G and Santee Cooper.

COMMISSIONER ELAli: Nothing further. Thank

19 you,

20

21

CHAIRMAN HALL: All right, Commissioner

Hami 1 ton.

22

23

COMMISSIONER HAMILTON; Thank you, Madam

Chair,

24

25

OL OF

PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA



2 0 1 5 - 1 0 3 - E  South Carolina Electric & Gas Co. 
Nuclear Construction Updates and Revisions 

1 EXAMINATION 

2 BY COMMISSIONER HAMILTON: 

3 Q 

4 A 

How are you, Mr. Marsh? 

Doing fine. 

177 

5 Q Mr. Marsh, on page 29, line 13, of your prefiled direct 

6 testimony, you state that the company has approximately 

7 $3.4 billion of debt and equity that remains to be 

8 raised. 

That's correct. 9 A 

10 Q Okay. Could you tell us, or provide us with the 

1 1 approximate amounts and types of the instruments to be 

1 2 used, and the dates? 

13 A The timing of those issuances would be consistent with 

14 the additional construction expenditures as they occur. 

15 So we would look to raise debt or sell equity to finance 

16 the project to support the dollars that are being 

1 7 expended in any particular calendar year. It's not a 

18 perfect match, but you're not going to sell an odd 

19 number of bonds. You ' re going to sell 100 million or 

20 300 million ; you ' re not going to sell 123 million. 

21 It'll be an even amount . 

22 We look at the actual construction expenditures 

2 3 that we expect to spend in a particular year, and we 

24 divide that 50-50, because we think about 50 percent of 

2 5 that should be debt and 50 percent should be equity, in 
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EXAMINATION

BY COMMISSIONER HAMILTON:

Q How are you, Mr. Marsh?

A Doing fine.

Q Mr. Marsh, on page 29, line i 3, of your prefi led direct

testimony, you state that the company has approximately

$ 3.4 billion of debt and equity that remains to be

raised.

A That's correct.

Q Okay. Could you tell us, or provide us with the

approximate amounts and types of the instruments to be

used, and the dates?

A The timing of those issuances would be consistent with

the additional construction expenditures as they occur.

So we would look to raise debt or sell equity to finance

the project to support the dollars that are being

expended in any particular calendar year. It's not a

perfect match, but you'e not going to sell an odd

number of bonds . You 'e going to sell 1 00 million or

300 million; you'e not going to sell 123 million,

It'l be an even amount.

We look at the actual construction expenditures

that we expect to spend in a particular year, and we

divide that 50-50, because we think about 50 percent of

that should be debt and 50 percent should be equity, in
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1 order to maintain our bond ratings. Those are the 

2 amounts that we'd sell in those particular years, so it 

3 would follow the construction schedule. 

4 Q All right. Are you following, or does the company 

5 continue to utilize its original financing plan for the 

6 project? 

7 A We have . We made it clear, as we started out, that we 

8 didn't feel the need to take the government-guaranteed 

9 the government-subsidized loan guarantees that were 

10 offered. We've been able to approach the marketplace on 

11 extremely favorable terms . We're in a very low-

12 interest-rate environment, and that's evidenced by the 

13 $1.2 billion we expect to save- that we will save on 

14 the issues we've issued to this point . I believe it's 

15 reasonable to expect that that number will grow, 

16 because, as we continue to issue debt, we've got debt -

17 I think it's about $1~ billion hedged today, which means 

18 we've locked in the interest rates for just slightly 

19 over 5 percent. Well, that's less than the 6.4 we 

20 estimated originally, so that'll produce additional 

21 savings that aren't included here , that will go directly 

22 to customers. The company does not keep those savings; 

23 that's passed on directly to customers. So we'll 

24 continue to do that and continue to use those 

25 instruments. I've been asked in the past, and I believe 
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order to maintain our bond ratings. Those are the

amounts that we'd sell in those particular years, so it
would follow the construction schedule.

Q All right. Are you following, or does the company

continue to utilize its original financing plan for the

proj ect?

A We have. We made it clear, as we started out, that we

didn't feel the need to take the government-guaranteed-

the government-subsidized loan guarantees that were

offered. We'e been able to approach the marketplace on

extremely favorable terms. We'e in a very low-

interest-rate envi ronment, and that's evidenced by the

$ 1.2 billion we expect to save — that we will save on

the issues we'e issued to this point. I believe it'
reasonable to expect that that number wi 11 grow,

because, as we continue to issue debt, we'e got debt—

I think it's about $ 1N billion hedged today, which means

we'e locked in the interest rates for just slightly
over 5 percent. Well, that's less than the 6.4 we

estimated originally, so that'l produce additional

savings that aren't included here, that will go directly
to customers. The company does not keep those savings;

that's passed on directly to customers. So we'l
continue to do that and continue to use those

instruments 

. I'e been asked in the past, and I believe
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the Commission has asked us in the past, if we were 

considering the federal loan guarantees. 

Yes, sir. 

That's a program we have watched since its inception. 

We have tried to understand as much about that program 

as we can . The type of debt that's issued on that 

program is principally amortizing debt, which means, if 

you sold a bond issue today, you would pay back a 

portion - you would pay the interest and a portion of 

the principal back, over the life of that bond. That's 

very different from what we have in place where we issue 

a 30-year bond, and you don't have to pay any principal 

until the end of the 30 years. So if we were to go into 

the debt - the federal loan guarantees , we would be 

refinancing capital costs throughout the life of those 

bonds, which exposes us to great interest-rate risk. I 

can't predict the future , but I think it ' s more likely 

that interest rates are going to go up than they're 

going to go down , from where they are today. So we ' ve 

been locking in these low rates and have not felt the 

need to do the loan guar antees . We also don ' t know the 

terms and conditions that come with those loan 

guarantees. We know there are always terms and 

conditions and covenants with any deal you would do like 

that , and we've not been provided those. If we are ever 
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the Commission has asked us in the past, if we were

considering the federal loan guarantees.

3 Q Yes, sir.
A That's a program we have watched since its inception.
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We have tried to understand as much about that program

as we can. The type of debt that's issued on that

program is principally amortizing debt, which means, if
you sold a bond issue today, you would pay back a

portion — you would pay the interest and a portion of

the principal back, over the life of that bond, That'

very different from what we have in place where we issue

a 30-year bond, and you don't have to pay any principal

until the end of the 30 years. So if we were to go into

the debt — the federal loan guarantees, we would be

refinancing capital costs throughout the life of those

bonds, which exposes us to great interest- rate risk. I

can't predict the future, but I think it's more likely

that interest rates are going to go up than they'e
going to go down, from where they are today. So we'e
been locking in these low rates and have not felt the

need to do the loan guarantees. We also don't know the

terms and conditions that come with those loan

guarantees. We know there are always terms and

conditions and covenants with any deal you would do like

that, and we'e not been provided those. If we are ever
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1 provided those, we will certainly do the evaluation, but 

2 I think it would be a stretch for me, at this point, to 

3 say they would be favorable to what we've been able to 

4 secure in the marketplace at this point. 

5 

6 

7 

8 

COMMISSIONER HAMILTON: Thank you, very much, 

Mr. Marsh. 

Thank you , Madam Chair . 

CHAIRMAN HALL: All right. Commissioner 

9 Howard . 

10 / EXAMINATION 

11 BY COMMISSIONER HOWARD: 

12 Q Good afternoon, Mr. Marsh . 

13 A Good afternoon. 

14 Q Mr. Marsh, one of the reasons , I guess I'll just say, 

15 I'm asking you the questions is because you're the first 

16 person up . That gives you the right to pass them on 

17 down, if you feel someone else is more qualified . 

18 A I've been on both sides of that test. 

19 [Laughter] 

20 Q I just wanted to make sure. On page 26 - 27 and 28 of 

21 your testimony, you said the market is becoming 

22 extremely sensitive to SCE&G's regulatory risk in the 

23 nuclear context, and you raise the possibility of not 

24 being able to finance completion of the units. What 

25 plan, if any, do you have, if the financing becomes 
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provided those, we wi 11 certainly do the evaluation, but

I think it would be a stretch for me, at this point, to

say they would be favorable to what we'e been able to

secure in the marketplace at this point.

COMMISSIONER HAMILTON: Thank you, very much,

Mr. Marsh.

Thank you, Madam Chair.

CHAIRMAN HALL: All right. Commissioner

Howard.

10 EXAMINATION

11 BY COMMISSIONER HOWARD:

12 Q Good afternoon, Mr. Marsh.

13 A Good afternoon,

14 Q Mr. Marsh, one of the reasons, I guess I'l just say,

15

16

17

I'm asking you the questions is because you'e the first
person up. That gives you the right to pass them on

down, if you feel someone else is more qualified.

18 A I'e been on both sides of that test.
19 [Laughter]

20 Q I just wanted to make sure. On page 26 — 27 and 28 of

21

22

23

25

your testimony, you said the market is becoming

extremely sensitive to SCE&G's regulatory risk in the

nuclear context, and you raise the possibility of not

being able to finance completion of the units, What

plan, if any, do you have, if the financing becomes
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unavailable? 

We have in place lines of credit that we've extended , 

that apply to SCE&G, where, if we had a short-term 

period where credit were not available, we could call on 

those lines of credit, which I believe would transfer 

into long-term debt - subject to check, on that piece. 

So we have a backup plan with lines of credit if we had 

a point in the marketplace where we couldn't sell bonds. 

I think the biggest concern on my part would be if the 

Commission were not to support the project as it had in 

the past in allowing our adjustments, when they were 

deemed to be prudent, would send a message to the 

marketplace that there's a greater risk on the recovery 

of your investment if you make that in SCE&G. That 

doesn ' t mean we couldn't sell bonds . There's certainly 

a possibility you couldn't sell bonds . But they would 

be a higher interest rate. Just like we're going to 

benefit from higher interest rates over the next 30 and 

50 years on the debt issues we put out today , likewise , 

we would be penalized if we sold debt today at a rate 

that was higher than what we anticipated when we 

forecast the project for the Commission. 

So the risk is not just that you couldn't finance , 

but that , if you could finance, it would be at 

significantly higher rates. That's where the BLRA has 
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unavailable?

A We have in place lines of credit that we'e extended,
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that apply to SCE&G, where, if we had a short-term

period where credit were not available, we could call on

those lines of credit, which I believe would transfer

into long-term debt — subject to check, on that piece.

So we have a backup plan with lines of credit if we had

a point in the marketplace where we couldn't sell bonds.

I think the biggest concern on my part would be if the

Commission were not to support the project as it had in

the past in allowing our adjustments, when they were

deemed to be prudent, would send a message to the

marketplace that there's a greater risk on the recovery

of your investment if you make that in SCE&G. That

doesn't mean we couldn't sell bonds. There's certainly

a possibility you couldn't sell bonds. But they would

be a higher interest rate. Just like we 'e going to

benefit from higher interest rates over the next 30 and

50 years on the debt issues we put out today, likewise,

we would be penalized if we sold debt today at a rate

that was higher than what we anticipated when we

forecast the project for the Commission.

So the risk is not just that you couldn't finance,

but that, if you could finance, it would be at

significantly higher rates. That's where the BLRA has
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been so important to us, because that's the mechanism 

t hat the financia l community is relyi ng upon to give 

them a reasonable level of comfort that they will be 

able to recover their financing costs. 

Well, do you plan on utilizing any equity financing? 

We do have plans to do equity financing, as the need 

arises. Since about 50 percent of the construction 

would come from equity, you know, whatever remains to be 

spent, you could take half of that and we'd plan to, you 

know, put equity into this project or sell additional 

stock as necessary to raise the equity to support the 

project. So we will be doing both. 

What is your debt-equity ratio today, and what would it 

be if you had to undergo one of these plans? I know 

that it - the last part of that question is strictly 

speculative. 

You know, basically , today , for the project itself, it's 

about 50-50 , because that's our plan. It may not be 

exactly that, because you can't equal an- issue an 

exact amount. So from a project perspective, on a 

consolidated SCE&G , I think it's about 54 percent equity 

-53 to 54. So that's just a little bit higher . 

If we had a negative decision on the project, we 

may have to sell more equity to support the bond 

ratings, which would drive costs up on the project , 
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been so important to us, because that's the mechanism

that the financial community is relying upon to give

them a reasonable level of comfort that they will be

able to recover their financing costs.

Q Well, do you plan on utilizing any equity financing?

A We do have plans to do equity financing, as the need

arises. Since about 50 percent of the construction

would come from equity, you know, whatever remains to be

spent, you could take half of that and we'd plan to, you

know, put equity into this project or sell additional

stock as necessary to raise the equity to support the

project. So we wi 11 be doing both.

Q What is your debt-equity ratio today, and what would it
be if you had to undergo one of these plans? I know

that it — the last part of that question is strictly
speculative.

A You know, basically, today, for the project itself, it'
about 50-50, because that's our plan. It may not be

exactly that, because you can't equal an — issue an

exact amount. So from a project perspective, on a

consolidated SCE&G, I think it's about 54 percent equity
— 53 to 54. So that's just a little bit higher.

If we had a negative decision on the project, we

may have to sell more equity to support the bond

rati ngs, which would drive costs up on the project,
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1 because the return-on-equity cost is generally higher 

2 than the interest rate you pay on bonds. So it ' s hard 

3 to say exactly what it would be. If we had an adverse 

4 decision from the Commission, I think we'd have to 

5 analyze that carefully and respond to the financial 

6 community . But their response would be negative; it's 

7 just a matter of how negative it would be in terms of 

8 our ability to raise the capital. 

9 Q The last two bond issues, if I'm not mistaken, both of 

1 0 them were for 50 years? 

11 A They were . 

12 Q One of them was oversold, and the last one was - I hate 

13 to use the word "undersold," but you didn't sell it in 

1 4 the first 

15 A You know, we were many times oversubscribed on the bond 

16 issue for the first 50-year bond issue. I believe it 

17 was only the sixth 50-year bond that had been sold, and 

18 t he lowest that had ever been done by a utility , so we 

19 set a record with that sale . The second 50-year sal e 

20 was a little more difficult . We had t o raise the 

21 interest rate just a little bit, in order to have enough 

22 investors come into the deal to make the sale . We still 

23 got a favorable rate . It was 5 . 1 percent , compared to 

2 4 what we originally estimated at 6 . 4 . 

25 But I think , in my professional opinion , the 
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because the return-on-equity cost is generally higher

than the interest rate you pay on bonds. So it's hard

to say exactly what it would be. If we had an adverse

decision from the Commission, I think we'd have to

analyze that carefully and respond to the financial

community. But their response would be negative; i t '

just a matter of how negative it would be in terms of

our ability to raise the capital,
Q The last two bond issues, if I'm not mistaken, both of
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them were for 50 years?

A They were.

Q One of them was oversold, and the last one was — I hate

to use the word "undersold," but you didn't sell it in

the first—

A You know, we were many times oversubscribed on the bond

issue for the first 50-year bond issue. I believe it
was only the sixth 50-year bond that had been sold, and

the lowest that had ever been done by a utility, so we

set a record with that sale. The second 50-year sale

was a little more difficult. We had to raise the

interest rate just a little bit, in order to have enough

investors come into the deal to make the sale . We still
got a favorable rate. It was 5.1 percent, compared to

what we originally estimated at 6.4.

But I thi nk, in my professional opinion, the
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concern in the marketplace , you know, had to do with 

this proceeding we're in today and the risks associated 

with changing your capital cost schedule and maintaining 

the support at the Commission. They watch those issues. 

They're closely watching this examination to understand, 

you know, where the Commission will land at the end of 

the day. As I mentioned earlier, I think the settlement 

agreement was a positive sign to the marketplace that 

the regulation is working well with respect to the Base 

Load Review Act, and the Commission will be making its 

decision accordingly . 

Why did you use a 50-year instead of a 30 -year, which 

would probably have been more attractive to some 

investors, I would think? Why - how did you come up 

with the 50-year? 

We don't like to have all of our issues mature at the 

same time. We also like to try to match up the lives of 

our assets with the lives of our bonds , trying to match 

that up as closely as possible. Since this project is a 

60-year-life project, once these plants come on-line, we 

believed it was appropriate to include a reasonable 

amount of 50-year bonds in the project. Otherwise, 

whoever's in charge of financing this company 30 years 

from now is going to wonder why Mr. Addison sold all 

those bonds that come due at one time -
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concern in the marketplace, you know, had to do with

this proceeding we'e in today and the risks associated

with changing your capital cost schedule and maintai ning

the support at the Commission. They watch those issues.

They'e closely watching this examination to understand,

you know, where the Commission will land at the end of

the day. As I mentioned earlier, I think the settlement

agreement was a positive sign to the marketplace that

the regulation is working well with respect to the Base

Load Review Act, and the Commission will be making its
decision accordingly.

Q Why did you use a 50-year instead of a 30-year, which

would probably have been more attractive to some

investors, I would think? Why — how did you come up

with the 50-year?

A We don't like to have all of our issues mature at the

same time. We also like to try to match up the lives of

our assets with the lives of our bonds, trying to match

that up as closely as possible. Since this project is a

60-year-life project, once these plants come on-line, we

believed it was appropriate to include a reasonable

amount of 50-year bonds in the project, Otherwise,

whoever's in charge of financing this company 30 years

from now is going to wonder why Nr. Addison sold all

those bonds that come due at one time—
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So w e ' v e  do n e 3 0 - y e a r s  and 5 0 -

6 y e a r s ;  I w o u l d n ' t  be s u r p r i s e d ,  b e f o r e  w e ' r e  d o n e ,  t o  do 

7 some 1 0 - y e a r  bonds mixed i n  w i t h  t h o s e ,  s o  we c a n  s p r e a d  

8 t h o s e  m a t u r i t y  d a t e s  o u t  and n o t  h a v e  a l l  t h a t  r i s k  come 

9 d u e  a t  o n c e .  

1 0  Q The l i c e n s e  i s  40 y e a r s ,  p l u s  a 20 r e n e w a b l e ?  

1 1 A It's a 40-year license . Once you've been operating for 

1 2 20 years, and Mr. Byrne can confirm this, at that point 

13 you have the right to do the evaluation study to have an 

14 additional 20 years added to your license. 

1 5 Q I guess my first thought was , a 40-year bond because 

16 theoretically that's the life of the asset , as we know 

17 it now. 

18 A I've not seen any 40-year bonds in the marketplace. 

19 That would be an unusual term. Generally , the 30 has 

20 been the most popular- 10s, 20s, and 30s. The 50 is a 

21 new bond for the marketplace , but for the right type of 

22 asset and for the right companies and support , it's 

23 receiving some good attention. 

24 Q Since the- just talking about the Base Load Review Act , 

2 5 since the Base Load Review Act , how much has it 
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[Laughter]

— and they'l have to be there financing those, you

know, back-to-back-to-back, without a new project being

on board. We know that's the case now, because we'e

building the project. So we'e done 30-years and 50-

years; I wouldn't be surprised, before we'e done, to do

some 10-year bonds mixed in with those, so we can spread

those maturity dates out and not have all that risk come

due at once.

10 Q The license is 40 years, plus a 20 renewable?

A It's a 40-year license. Once you'e been operating for

12

13

14

20 years, and tir. Byrne can confirm thi s, at that point

you have the right to do the evaluation study to have an

additional 20 years added to your license.

15 Q I guess my first thought was, a 40-year bond because

16

17

theoretically that's the life of the asset, as we know

it now.

15 A I'e not seen any 40-year bonds in the marketplace.

19

20

21

22

23

That would be an unusual term, Generally, the 30 has

been the most popular — 10s, 20s, and 30s. The 50 is a

new bond for the marketplace, but for the right type of

asset and for the right companies and support, it'
receiving some good attention,

24 Q Since the — just talking about the Base Load Review Act,

25 since the Base Load Review Act, how much has it
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1 increased residential rates just for the nuclear plants? 

2 How much have residential rates increased from the 

3 beginning till today? 

4 CHAIRMAN HALL: Mr. Marsh, will you pull your 

5 microphone closer, please? 

6 WITNESS: Oh, I'm sorry [indicating]. I got 

7 comfortable because it was working. 

8 [Laughter) 

9 I believe that number is around, I'm going to 

10 say, 17 to 20 percent. I don't have the exact 

11 calculation here in front of me. Based on what 

12 we've seen since we started the plants in 2008, 

13 adding up the increments that have been applied in 

14 those years, I believe it's between 17 and 20 

15 percent. 

16 BY COMMISSIONER HOWARD: 

17 Q And what do you anticipate between now and the 

18 completion date, estimated? 

19 A From a total retail perspective , I believe that number 

20 goes to around 35 percent, in total, since you have 

21 another number on top of that between now and that time. 

22 Q Okay. 

23 A But I want to point out- I know we're focused a lot on 

24 rates, and we should be , but the amount that impacts 

25 customers is not just the rate increases; it's the 
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increased residential rates just for the nuclear plants?

How much have residential rates increased from the

begi nni ng till today?

CHAIRMAN HALL: Mr, Marsh, will you pull your

microphone closer, please?

WITNESS: Oh, I'm sorry [indicating]. I got

comfortable because it was working.

[Laughter]

10

12

13

15

I believe that number is around, I'm going to

say, 17 to 20 percent. I don't have the exact

calculation here in front of me. Based on what

we'e seen since we started the plants in 2008,

adding up the increments that have been applied in

those years, I believe it's between 17 and 20

percent.

16

17

18

19

20

21

22

BY COMMISSIONER HOWARD:

Q And what do you anticipate between now and the

completion date, estimated?

A From a total retail perspective, I believe that number

goes to around 35 percent, in total, since you have

another number on top of that between now and that time.

Q Okay.

23

24

25

A But I want to point out — I know we'e focused a lot on

rates, and we should be, but the amount that impacts

customers is not just the rate increases; it's the
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1 impact of fuel costs and the production tax credits. 

2 And our current forecast actually shows, when these 

3 plants come on-line, based on the costs we've got today, 

4 and you apply first the lower cost of nuclear fuel 

5 because it is cheaper than the coal or natural gas and 

6 when you combine that with the production tax credits, 

7 you're going to see a leveling of rates or a decrease in 

8 rates at that time. 

9 So I understand your question, and I want to 

10 respond to that, but that's one piece of what customers 

11 see. That's just the base-rate side that's impacted by 

12 fuel and production tax credits. And that's the 

13 challenge that I think we've missed sometimes in these 

14 proceedings is, we're just focused on the capital costs 

15 -which is important. We need to focus on that. It's 

16 very important, because it's the largest cost of the 

17 impact to customers. But we can't discount fuel and 

18 production tax credits. 

19 Q I feel comfortable in asking you about one milestone, 

20 and I'm sure you know what the milestone is. It's 146 . 

21 Are you familiar with an Milestone 146? 

22 A Well, it's got to be the last one, because there are 146 

23 of them. I don't know-

24 [Laughter] 

25 Q I figured you would remember . My question's on 
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impact of fuel costs and the production tax credits,

And our current forecast actually shows, when these

plants come on-line, based on the costs we'e got today,

and you apply first the lower cost of nuclear fuel—

because it is cheaper than the coal or natural gas — and

when you combine that with the production tax credits,

you'e going to see a leveling of rates or a decrease in

rates at that time.

So I understand your question, and I want to

respond to that, but that's one piece of what customers

see. That's just the base-rate side that's impacted by

fuel and production tax credits. And that's the

challenge that I think we'e missed sometimes in these

proceedings is, we'e just focused on the capital costs
— which is important. We need to focus on that. It'
very important, because it's the largest cost of the

impact to customers. But we can't discount fuel and

production tax credits.

Q I feel comfortable in asking you about one milestone,

and I'm sure you know what the milestone 1s. It's 146.

Are you familiar with an Milestone 146?

A Well, it's got to be the last one, because there are 146

23 of them. I don't know—

[Laughter]

25 Q I figured you would remember. My question's on
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2 A 

3 Q 

4 

5 A 

6 Q 

7 A 

8 

9 

10 

11 

12 

13 

14 
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17 
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production tax c red i t. 

Yes, s i r. 

One forty -six says t he completion date is June '19? 

June 2019? 

Ri ght. 

Production tax credit runs out i n December of that year . 

Wel l, to qualify for the credits you have to have your

you have to do three things. You have you f i le your 

license, which we did. You have to pour your basemat 

for the reactor , which we've done for both reactors, so 

we've met both of t hose two requirements. And the third 

is, your plant needs to be in operation by the beginning 

of 2021. So if we finish Unit 2 , the first unit , in 

2019, it will clearly qualify for the credits . If we 

finish Unit 3 in June of 2020 , it will qualify for the 

credits. And once you qualify for the credit , you're 

eligible to receive those for an eight-year period , once 

18 you become eligible to qualify for the credits. 

1 9 Q Well, my question is a confusing thing in my mind, and I 

20 hope you can clear me . We have a boundary of 18 months 

21 on each of the milestones . 

22 A That correct. 

23 Q That milestone, 18 months , would take it beyond 2021. 

24 It would take that - it would have - I don ' t want to say 

25 flexibility , but according to milestones, they would 

VOL 1 OF j- 7/21/15 

PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA 

ELEC
TR

O
N
IC
ALLY

FILED
-2018

N
ovem

ber29
3:35

PM
-SC

PSC
-D

ocket#
2017-370-E

-Page
47

of71

Docket 2015-103-E South Carolina Electric a Gas Co.
Nuclear Construction Updates and Revisions

188

production tax credit.
A Yes, sir.
Q One forty-six says the completion date is June '19?

June 2019?

10
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A Right,

Q Production tax credit runs out in December of that year.

A Well, to qualify for the credits you have to have your-
you have to do three th1ngs. You have you file your

license, which we did. You have to pour your basemat

for the reactor, which we'e done for both reactors, so

we 'e met both of those two

requirements 

. And the third

is, your plant needs to be in operation by the beginning

of 2021. So if we finish Unit 2, the first unit, in

2019, it will clearly qualify for the credits. If we

f1nish Unit 3 in June of 2020, it will qual1fy for the

credits. And once you qualify for the credit, you'e
eligible to rece1ve those for an eight-year period, once

you become eligible to qual1fy for the cred1ts.

Q Well, my question is a confus1ng thing in my mind, and I

hope you can clear me. We have a boundary of 18 months

on each of the milestones.

A That correct.

Q That milestone, 18 months, would take it beyond 2021.

It would take that — it would have — I don't want to say

flexi b1li ty, but according to milestones, they would
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have another year to do the project over there. So my 

question to you is, what is involved in changing that 

boundary to six months, so the boundary would be in line 

with the production tax credit deadline? Can you change 

the boundary? I don't know; I'm asking the question of 

somebody. It just seems like, if that boundary was the 

same as the production credit deadline, there would be 

more of an incentive to get the project finished within 

that boundary? 

Right. Certainly, we want to achieve the deadline so we 

make the deadline of 2020. There does remain an 

opportunity, we believe, for us, if we find ourselves up 

against that deadline, potentially to go to Treasury or 

to go to Congress and have those deadlines extended. 

That certainly is not an absolute. It's something we 

have already begun to evaluate and try to define what a 

strategy might look like to accomplish that. 

I would hate to spend the 12 years we ' ve invested 

in completing these plants and miss a deadline by a very 

short period of time and not qualify for the credits. 

So it's something I can't guarantee, but we would make 

every effort to ensure we would qualify for the credits . 

You know, the Commission certainly has the 

authority to move that deadline back , if it wants to. 

You know , we had originally asked for 30 months. That 
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have another year to do the project over there. So my

question to you is, what is involved in changing that

boundary to six months, so the boundary would be in line

with the production tax credit dead'line? Can you change

the boundary? I don't know; I'm aski ng the question of

somebody. It just seems like, if that boundary was the

same as the production credit deadline, there would be

more of an incentive to get the project finished within

that boundary?

A Right. Certainly, we want to achieve the deadline so we

make the deadline of 2020, There does remain an

opportunity, we believe, for us, if we find ourselves up

against that deadline, potentially to go to Treasury or

to go to Congress and have those deadlines extended.

That certainly is not an absolute. It's something we

have already begun to evaluate and try to define what a

strategy might look like to accomplish that.

I would hate to spend the i2 years we'e invested

in completing these plants and miss a deadline by a very

short period of time and not qualify for the credits.
So it's something I can't guarantee, but we would make

every effort to ensure we would qualify for the credits.

You know, the Commission certainly has the

authority to move that deadline back, if it wants to.

You know, we had originally asked for 30 months. That
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was adjusted to 18 in the original hearing, and I think 

that's been reasonable. That's worked well for us. It 

has made us pay attention. I can assure you, without 

that deadline being moved back to 2020, it's got our 

full attention. So, certainly, the Commission could do 

that . I would think, as we approach that 2020 date, if 

we have issues, my commitment is we would be back before 

the- back and forth - back in front of the Commission 

to explain the exact situation and what our strategy has 

been to resolve it, so our customers do qualify for the 

credits. 

This is, for lack of a better word , I'll say a cliche. 

There's a cliche that's going around right now of, what 

keeps you awake at night? With all the moving parts of 

this nuclear power plant, which is one that would keep 

you awake the most at night? 

You know, certainly , it's staying on the schedule. I 

don't have nearly as many concerns as I did when we 

started the project about being able to build the 

facility. As we told the Commission, this was a new 

plant, it was a new design . We knew they were under 

construction in China . As we have monitored their 

construction in China, we've become more and more 

comfortable with the constructibility of the plants, and 

physically their plants are almost complete . The first 
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was adjusted to 18 in the original hearing, and I think

that's been reasonable. That's worked well for us. It
has made us pay attention. I can assure you, without

that deadline being moved back to 2020, it's got our

full attention, So, certainly, the Commission could do

that. I would think, as we approach that 2020 date, if
we have issues, my commitment is we would be back before

the — back and forth — back in front of the Commission

to explain the exact situation and what our strategy has

been to resolve it, so our customers do qualify for the

credits.

Q This is, for lack of a better word, I'l say a cliche.
There's a cliche that's going around right now of, what

keeps you awake at night? With all the moving parts of

this nuclear power plant, which is one that would keep

you awake the most at night?

A You know, certainly, it ' staying on the

schedule 

. I

don't have nearly as many concerns as I did when we

started the project about being able to build the

facility. As we told the Commission, this was a new

plant, it was a new design. We knew they were under

construction in China. As we have monitored their

construction in China, we'e become more and more

comfortable with the constructi bi lity of the plants, and

physically their plants are almost complete. The first
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1 unit is complete. I will anxiously watch as they load 

2 fuel and they heat the plant up and it produces 

3 electricity for the first time. 

4 I think making sure we finish these plants on time 

5 is my biggest concern. I want to make sure we do what 

6 it takes to bring these plants in on time and capture 

7 the production tax credits for the benefit of our 

8 customers. 

9 Q Thank you, very much. 

10 A Yes, sir. 

11 CHAIRMAN HALL: Commissioner Whitfield. 

12 VICE CHAIRMAN WHITFIELD: Thank you, Madam 

J3 Chairman. 

14 EXAMINATION 

15 BY VICE CHAIRMAN WHITFIELD : 

16 Q 

17 A 

Good afternoon, Mr. Marsh. 

Good afternoon. 

18 Q I've only got about four questions for you, and two of 

19 them you've already practically answered or at least 

20 touched on. The first one has to do- you kind of 

21 answered it in a response you gave to Commissioner 

22 Hamilton about the federal loan guarantees, and you 

23 explained that real , real well. I guess my only 

24 remaining question about that is and, again, not to 

25 Monday-morning quarterback that. I know Georgia sought 
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unit is complete. I wi 11 anxiously watch as they load

fuel and they heat the plant up and it produces

electricity for the first time.

I think making sure we finish these plants on time

is my biggest concern, I want to make sure we do what

it takes to bring these plants in on time and capture

the production tax credits for the benefit of our

customers.

10

Q Thank you, very much.

A Yes, sir.

12

CHAIRMAN HALL: Commissioner Whitfield.

VICE CHAIRMAN WHITFIELD: Thank you, Madam

Chairman.

15

16

17

18

19

20

21

22

23

24

25

EXAMINATION

BY VICE CHAIRMAN WHITFIELD:

Q Good afternoon, Mr. Marsh.

A Good afternoon.

Q I'e only got about four questions for you, and two of

them you'e already practically answered or at least

touched on. The first one has to do — you kind of

answered it in a response you gave to Commissioner

Hamilton about the federal loan guarantees, and you

explained that real, real well. I guess my only

remaining question about that is — and, again, not to

Monday-morning quarterback that . I know Georgia sought

OL OF

PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA



1 0 

1 1 

1 2 

1 3  

1 4 

1 5  

1 6  

1 7  

1 8 

1 9  

2 0  

2 1  

2 2  

2 3 

2 4 

2 5 

D o c k e t  2 0 1 5 - 1 0 3 - E  South Carolina Electric & Gas Co. 192 

Q 

Q 

A 

Nuclear Construction Updates and Revisions 

t hem out for Vogtle years ago, and you did not. But I 

thought there was a - was t here not a deadline as to 

what poi nt you could still get those if you chose to? 

Or is that still an option? You've still got $3.4 

bi l lion worth of capital to raise. Is that somethi ng 

that -

There have been deadlines along the way to stay in the 

pack that would qualify for the loan guarantees. You 

had to pay certain fees to go to t he next l evel. We 

were paying these fees to the federal government to stay 

in the game. 

Or negotiate the fee, yes . 

So we paid our fees to a certain point. I may need to 

verify this, but my understanding is we're no longer 

paying fees because they've not provided us the 

information we need to continue the evaluation. So, to 

put it in simple terms, the ball is in their court. If 

they want us to consider the loan guarantees and their 

options, they' re goi ng to have to provide us with the 

details we need to complete the evaluation. I'm not 

concerned if they never provide it to us , because I 

think our financing we've got in place is going to be 

extremely tough to beat, with the locked-in interest 

rates we've got , with none of the covenants and 

restrictions that come with that . 
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them out for Vogtle years ago, and you did not. But I

thought there was a — was there not a deadline as to

what point you could still get those if you chose to?

Or is that still an option? You'e still got $3.4

billion worth of capital to raise. Is that something

that—

Q There have been deadlines along the way to stay in the

pack that would qualify for the loan guarantees. You

had to pay certain fees to go to the next level. We

were paying these fees to the federal government to stay

in the game.

Q Or negotiate the fee, yes.

A So we paid our fees to a certain point. I may need to

veri fy this, but my understanding i s we 'e no longer

paying fees because they'e not provided us the

informati on we need to continue the evaluation. So, to

put it in simple terms, the ball is in their court. If
they want us to consider the loan guarantees and their

options, they'e going to have to provide us with the

details we need to complete the evaluation. I'm not

concerned if they never provide it to us, because I

think our financing we'e got in place is going to be

extremely tough to beat, wi th the locked- in interest

rates we'e got, with none of the covenants and

restrictions that come with that.
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1 So I'm comfortable with what we've done, and I 

2 don't regret- even looking back today. And Georgia has 

3 done that. I'm comfortable they've got a lot of new 

4 requirements they're going to have to meet in connection 

5 with those loans, to satisfy the federal government , 

6 that we won't be subject to . 

7 Q 

8 A 

9 Q 

I think y'all stated that years ago , that

We did. 

-there were a lot of strings attached, if you will, 

10 with 

1 1 A Yes. 

1 2 Q -those loan guarantees. And you've certainly explained 

13 it in your answer to Commissioner Hamilton as to why you 

14 haven't done it up to this point, and it looks like the 

15 possibility of you doing it is getting slimmer and 

16 slimmer by the day, I guess. 

17 A Where we sit now, we're not moving forward unless they 

18 provide us additional information to do the evaluations . 

19 Q Another question I had that you kind of touched on a 

20 little bit with Commissioner Elam: We were talking 

2 1 about any monies that might come back as a result of 

2 2 your ongoing negotiations with CB&I and, of course , 

2 3 Commissioner Elam I think used the example of what if 

2 4 of course, presently , we are still operating under the 

25 old schedule and costs , but if this were approved and if 
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So I'm comfortable with what we'e done, and I

don't regret — even looking back today. And Georgia has

done that. I'm comfortable they'e got a lot of new

requirements they'e going to have to meet in connection

with those loans, to satisfy the federal government,

that we won't be subject to.

7 Q I think y'all stated that years ago, that—

8 A We did.

9 Q — there were a lot of strings attached, if you will,

10 with—

A Yes.

12 Q — those loan guarantees. And you'e certainly explained

13

15

16

it in your answer to Commissioner Hamilton as to why you

haven't done it up to this point, and it looks like the

possibility of you doing it is getting slimmer and

slimmer by the day, I guess.

17 A Where we sit now, we'e not moving forward unless they

18 provide us additional information to do the evaluations,

18 Q Another question I had that you kind of touched on a

20

21

22

23

25

little bit with Commissioner Elam: We were talking

about any monies that might come back as a result of

your ongoing negotiations with CB&I and, of course,

Commissioner Elam I think used the example of what if-
of course, presently, we are still operating under the

old schedule and costs, but if this were approved and if
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some costs had been put in place and then, somewhere 

down the road- and we hope for the ratepayers' sake 

that you do get all of th i s that you can . Actually, we 

hope that you get 100 percent of it, but if you were to 

get a quick resolution or a resolution down the road, 

and some of the costs were already in place, and I think 

you said here on the stand that you would return these 

funds through a revised rate proceeding. But somewhere 

in somebody's testimony, I thought I read the mention of 

it being under a fuel proceeding. And this may be a 

legal question , but the way I read the Base Load Review 

Act, it possibly could be allowable in a fuel 

proceeding . But we've got so much else packed into a 

fuel proceeding now, do you think it would be best to do 

it in a revised rate proceeding where you educate the 

public , if you will , and get good press, whatever you 

want to say , by showing that you have recouped these 

costs? 

If you wanted to give the dollars back as quickly as 

possible and put it in consumers ' hands , t he reduction 

to fuel would probably be the quickest way to do that. 

Th rough the idea I put in front of you earlier , if we 

received a refund , it would be credited to the capital 

costs of the project . Consumers would continue to pay 

the carrying costs on that project , but that would be a 
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some costs had been put in place and then, somewhere

down the road — and we hope for the ratepayers'ake
that you do get all of this that you can. Actually, we

hope that you get 100 percent of it, but if you were to

get a quick resolution or a resolution down the road,

and some of the costs were already in place, and I think

you said here on the stand that you would return these

funds through a revised rate proceeding, But somewhere

in somebody's testimony, I thought I read the mention of

it being under a fuel proceeding. And this may be a

legal question, but the way I read the Base Load Review

Act, it possibly could be allowable in a fuel

proceeding. But we'e got so much else packed into a

fuel proceeding now, do you think it would be best to do

it in a revised rate proceeding where you educate the

public, if you wi 11, and get good press, whatever you

want to say, by showing that you have recouped these

costs?

19 A If you wanted to give the dollars back as quickly as

20

21

22

23

possible and put it in consumers'ands, the reduction

to fuel would probably be the quickest way to do that.

Through the idea I put in front of you earlier, if we

received a refund, it would be credited to the capital

costs of the project. Consumers would continue to pay

the carrying costs on that project, but that would be a

OL OF

PUBLIc SERVIcE CoMMIssIQN oF SQUTH CARQLINA



2 0 1 5 - 1 0 3 - E  South Carolina Electric & Gas Co. 195 
Nuclear Construction Updates and Revisions 

1 lower rate than an immediate refund through a fuel cost. 

2 That would typically be what's done, is to lower the 

3 capital costs, because it is a return of the capital 

4 costs. But I think the Commission would be within its 

5 bounds to evaluate the best way to handle that when it 

6 came back in, which is why I said we would be back in 

7 front of the Commission to make sure it was clear how it 

8 was to be treated. 

9 Q Well, that's certainly something that we would have to 

10 and that would be a good problem to have, and we hope 

11 you have that problem. 

12 A I anticipate having that problem and being back before 

13 you, and certainly any options that would be available 

1 4 to us, the Office of Regulatory Staff would be able to 

1 5 fully vet for the Commission and also give you a 

1 6 recommendation . 

17 Q Another question- and it certainly looks like, you 

18 know , what Commissioner Howard asked you, what was your 

19 greatest worry at night . And certainly I see- I think 

20 we all do- that meeting these deadlines to still 

21 receive the federal production tax credits is a huge , 

22 huge goal , and it ' s going to be a delicate walk, 

2 3 obviously, to do this. But I think you said earlier on 

24 the stand, maybe when you were answering Mr. Guild's 

25 questions , you mentioned it would be about $1 billion on 
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lower rate than an immediate refund through a fuel cost.

That would typically be what's done, is to lower the

capital costs, because it is a return of the capital

costs. But I think the Commission would be within its
bounds to evaluate the best way to handle that when it
came back in, which is why I said we would be back in

front of the Commission to make sure it was clear how it
was to be treated.

Q Well, that's certainly something that we would have to-
and that would be a good problem to have, and we hope

you have that problem.

A I anticipate having that problem and being back before

you, and certainly any options that would be available

to us, the Office of Regulatory Staff would be able to

fully vet for the Commission and also give you a

recommendation.

Q Another question — and it certainly looks like, you

know, what Commissioner Howard asked you, what was your

greatest worry at night, And certainly I see — I think

we all do — that meeting these deadlines to still
receive the federal production tax credits is a huge,

huge goal, and it's going to be a delicate walk,

obviously, to do this. But I think you said earlier on

the stand, maybe when you were answering Mr. Guild's

questions, you mentioned it would be about $ 1 billion on
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one, but if I'm doing the math right, it's going to be 

about $2.1 or .2 billion for both units- that is, if 

Unit 3 makes the deadline, as well. 

You talking about production tax credits? 

Yes, sir. 

Yes, it's about $2.2 billion in total. 

Yes, sir. And we're talking full-blown dollar for 

dollar. We're not talking about a deduction; we're 

talking about full-blown dollar-for-dollar federal tax 

production tax credits. 

That 2.2 would be what I call the grossed-up amount; 

that's taking the actual amount of the credit and 

grossing it up so you could see what the customers would 

receive. They would receive the $2 .2 billion benefit. 

That's where I was headed. 

Yes . 

Yes, sir. And, lastly, one of the things that ORS is 

charged with in representing the public interest, one of 

the three legs is the financial health of all of our 

utilities . And one question that I seem to understand 

that Wall Street has a concern about is possibly the 

financial health of our contractors - of CB&I or 

Westinghouse- and I have kind of, in my mind, said, 

"Well, when we started this project , they weren't called 

CB&I; they were Shaw Group ." I've kind of mentally 
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one, but if I'm doing the math right, it's going to be

about $2.1 or .2 billion for both units — that is, if
Unit 3 makes the deadline, as well.

A You talking about production tax credits?

Q Yes, sir.
A Yes, it's about $2.2 billion in total.
Q Yes, sir. And we'e talking full-blown dollar for

10

dollar. We'e not talking about a deduction; we'e
talking about full-blown dollar-for-dollar federal tax

production tax credits.

A That 2.2 would be what I call the grossed-up amount;

13

15

16

17

18

19

20

21

22

23

25

that's taking the actual amount of the credit and

grossing it up so you could see what the customers would

receive. They would receive the $ 2.2 billion benefit.

Q That's where I was headed.

A Yes.

Q Yes, sir. And, lastly, one of the things that ORS is
charged with in representing the public interest, one of

the three legs is the financial health of all of our

utilities, And one question that I seem to understand

that Wall Street has a concern about is possibly the

financial health of our contractors — of CB&I or

Westinghouse — and I have kind of, in my mind, said,

"Well, when we started this project, they weren't called

CB&I; they were Shaw Group." I'e kind of mentally
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thought these same people that -- the high-level 

engineers and people on the consortium's management team 

and top engineers are going to be with them whether it's 

Shaw, CB&I , whoever- mergers and acquisitions happen. 

This is a changing world; we know that. But then- and 

I'm asking you this because I know you ' ve got an 

accounting background, but if you want to punt to Mr. 

Byrne, because I read in his testimony I think where he 

has some concern about being able to- about the 

turnover in personnel at the consortium. And could you 

address that , or if you want to punt to him, I would 

certainly-

I'll let Mr. Byrne address it too , but , you know, we 

have been concerned about some of the turnover at the 

higher levels within the organization. We expected to 

see some turnover when it changed from Shaw to CB&I. 

That is not unusual. I will say , even though they've 

had turnover, they generally do a pretty good job of 

communicating with us and we get the right to interview 

people they've got coming in , to give them feedback on 

whether or not we think that person will fit with the 

team and meets the qualifications. In certain 

positions, we have an absolute right for that; in 

others , it ' s their right, but the relationship is such 

that they usually involve us at some point during that 
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12

13

thought these same people that -- the high-level

engineers and people on the consortium's management team

and top engineers are going to be with them whether it'
Shaw, CB&I, whoever — mergers and acquisitions happen.

This is a changing world; we know that . But then — and

I'm asking you this because I know you'e got an

accounting background, but if you want to punt to Mr,

Byrne, because I read in his test1mony I th1nk where he

has some concern about being able to — about the

turnover in personnel at the consortium. And could you

address that, or if you want to punt to him, I would

certa1nly—

A I'l let Mr. Byrne address it too, but, you know, we

14

15

17

18

19

20

21

22

23

25

have been concerned about some of the turnover at the

higher levels w1thin the organization. We expected to

see some turnover when it changed from Shaw to CB&I.

That is not unusual. I will say, even though they'e
had turnover, they generally do a pretty good job of

communicating with us and we get the right to 1ntervi ew

people they'e got com1ng in, to give them feedback on

whether or not we think that person will fit with the

team and meets the qualifications. In certain

positions, we have an absolute right for that; in

others, it's their right, but the relationship 1s such

that they usually 1nvolve us at some point during that
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1 process. It'd be nice if they had the consistency that 

2 we've had on the project. All our senior leadership 

3 team that was here in 2008 is still in place, and you 

4 should expect to see them all the way through the 

5 completion of these projects. We're working hard to 

6 find that level of commitment on the other side. 

7 There are people, especially on the Westinghouse 

8 side, that have been there from day one, and those 

9 relationships have been good, even though there's been 

10 turnover in other positions. 

1 1 Q I guess, separate from that, from the turnover in 

1 2 personnel, how about the financial health of CB&I? Do 

13 you have any concerns there, or could you share any 

14 insight there? 

1 5 A We watch it carefully. We have a credit metrics team 

16 within our financial organization that evaluates their 

17 creditworthiness. We watch their activities on Wall 

18 Street, to understand what they're up to and if we have 

19 any concerns we need to put forth in front of them . 

2 0 VICE CHAIRMAN WHITFIELD: Well, thank you , Mr . 

2 1 

22 

2 3 

24 

2 5 

Marsh . 

That ' s all I have, Madam Chairman . 

CHAIRMAN HALL: All right. Thank you . 

Commissioner Fleming. 

COMMISSIONER FLEMING: All right. 
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process. It'd be nice if they had the consistency that
we'e had on the project. All our senior leadership

team that was here in 2008 is still in place, and you

should expect to see them all the way through the

completion of these projects. We'e working hard to

find that level of commitment on the other side.

There are people, especially on the Westinghouse

side, that have been there from day one, and those

relationships have been good, even though there's been

turnover in other positions.

11 Q I guess, separate from that, from the turnover in

12

13

personnel, how about the financial health of CB&I? Do

you have any concerns there, or could you share any

insight there?

15 A We watch it carefully. We have a credit metrics team

17

18

19

20

within our financial organization that evaluates their
credi tworthiness. We watch their activi ties on Wall

Street, to understand what they'e up to and if we have

any concerns we need to put forth in front of them.

VICE CHAIRMAN WHITFIELD: Wel 1, thank you, Mr.

21 Marsh.

22

23

25

That's all I have, Madam Chairman.

CHAIRMAN HALL: All right. Thank you.

Commissioner Fleming.

COMMISSIONER FLEMING: All right.
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U p d a t e s  and R e v i s i o n s  

1 EXAMINATION 

2 BY COMMISSIONER FLEMING : 

3 Q Good afternoon. 

4 A Good afternoon. 

5 Q I didn't expect you to be here this time of day, sitting 

6 where you are. I thought we'd be finished with you long 

7 ago. But I just wanted to touch on one particular area 

8 that you mentioned in your testimony and Mr. Guild 

9 brought out . But the EPA's Clean Power Plan-

10 A Yes. 

11 Q -I know the final plan is not out yet, so we're all 

12 waiting anxiously to see what it has to say. But could 

13 you talk a little bit about the benefits of these 

14 nuclear units that can prove to be beneficial not only 

15 to the company but to the customers and to the State, as 

16 we look toward meeting the standards that they may 

17 potentially define? 

18 A I'll do my best to do that . The proposed rule that came 

19 out, I believe it was last summer, was very complicated, 

20 very detailed in terms of how they apply the application 

21 of the formulas in there that derive the targets the 

22 companies have to achieve. As we dug into the 

23 determination of the targets, what we learned was, in 

24 terms of the base-load capacity or generating capacity 

25 that was in place today, based on which they set the 
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EXAMINATION

BY COMMISSIONER FLEMING:

Q Good afternoon.

A Good afternoon.

Q I didn't expect you to be here this time of day, sitting
where you are. I thought we'd be finished with you long

ago. But I just wanted to touch on one particular area

that you mentioned in your testimony and Mr. Guild

brought out. But the EPA's Clean Power Plan-
A Yes.

Q — I know the final plan is not out yet, so we'e all

waiting anxiously to see what it has to say. But could

you talk a little bit about the benefits of these

nuclear units that can prove to be beneficial not only

to the company but to the customers and to the State, as

we look toward meeting the standards that they may

potentially define?

A I'l do my best to do that. The proposed rule that came

out, I believe it was last summer, was very complicated,

very detailed in terms of how they apply the application

of the formulas in there that derive the targets the

companies have to achieve. As we dug into the

determination of the targets, what we learned was, i n

terms of the base-load capacity or generating capacity

that was in place today, based on which they set the
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1 targets, they had already assumed that the nuclear 

2 plants were in operation and running at a 90 percent 

3 capacity factor. So that has an impact on setting our 

4 target. In essence, that would put us in a position 

5 where we would not receive the full benefit that we will 

6 achieve when these plants come on-line and start to 

7 displace coal and certainly some of our gas-fired 

8 generation, which is, while it's a lower producer of 

9 carbon, it still does have carbon emissions. 

10 We've already seen the benefit of bringing these 

11 new plants on-line because when I sat before you in 

12 2008, I think it might've been you that asked me the 

13 question, "Well, what impact will this have on some of 

14 your older coal-fired generation?" And what I told you 

15 at the time was these plants gave us flexibility to 

16 retire some of those older plants, should that situation 

17 arise. And because we had the turndown in the economy 

18 and we've seen load growth a little bit slower than we 

19 anticipated, we were able to retire or have plans to 

20 retire 730 megawatts of older coal-fired facilities that 

21 will have a tremendous impact on our future carbon 

22 production. It will reduce that significantly. 

23 So these plants put us in a position where we can 

24 do other things that will help us to respond. The new 

25 Clean Power Plan as it's designed today really forces 
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targets, they had already assumed that the nuclear

plants were in operation and running at a 90 percent

capacity factor. So that has an impact on setting our

target. In essence, that would put us in a position

where we would not receive the full benefit that we wi 1 1

achieve when these plants come on-line and start to

displace coal and certainly some of our gas-fired

generation, which is, while it's a lower producer of

carbon, it still does have carbon emi ssions.

We'e already seen the benefit of bringing these

new plants on-line because when I sat before you in

2008, I think it might've been you that asked me the

guestion, "Well, what impact will this have on some of

your older coal-fired generation?" And what I told you

at the time was these plants gave us flexibility to

retire some of those older plants, should that situation
arise. And because we had the turndown in the economy

and we'e seen load growth a little bit slower than we

anti ci pated, we were able to reti re or have plans to

retire 730 megawatts of older coal-fi red facilities that

will have a tremendous impact on our future carbon

production. It wi 11 reduce that significantly.
So these plants put us in a position where we can

do other things that wi 11 help us to respond. The new

Clean Power Plan as it's designed today really forces
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1 you to take a look at finding additional efficiencies in 

2 the heat rate of your existing power plants, which may 

3 be hard to do because we've been working hard on 

4 improving those heat rates for years. It forces you to 

5 look more at natural-gas-fired generation. We're 

6 fortunate because we brought our Jasper Plant on-line 

7 back in 2004, and we've already got about 30 percent of 

8 natural gas. Many utilities don't have that, as they 

9 try to find that balanced portfolio. And they also 

10 encourage you to look for additional megawatts from 

1 1 renewables . And we've been very active with the 

12 Legislature and the environmentalists and others around 

13 the State, helping to find ways to define how we move 

14 forward successfully with solar power, so we don't find 

1 5 our State embroiled in all the awful discussions and 

16 some of the hateful things I've seen go on in other 

17 states as they try to figure out what does that solar 

18 plan look like . So , we've worked with the other 

19 utilities in the State and the environmentalists and 

20 people that are focused on solar power , to pass the 

21 Distributed Energy Resources Ac t last year, which has 

22 allowed us to come back to the Commission twice now-

23 one to set net -metering rates and one to set distributed 

2 4 energy resource incentive plans in place to help us 

2 5 promote solar energy . So we ' re well on our way to 
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you to take a look at finding additional efficiencies in

the heat rate of your existing power plants, which may

be hard to do because we'e been working hard on

improving those heat rates for years. It forces you to

look more at natural-gas-fired generation. We'e

fortunate because we brought our Jasper Plant on-line

back in 2004, and we'e already got about 30 percent of

natural gas. Many utilities don't have that, as they

try to find that balanced portfolio. And they also

encourage you to look for additional megawatts from

renewables, And we'e been very active with the

Legislature and the environmentali sts and others around

the State, helping to find ways to define how we move

forward successfully with solar power, so we don't find

our State embroiled in all the awful discussions and

some of the hateful things I'e seen go on in other

states as they try to figure out what does that solar

plan look like. So, we'e worked with the other

utilities in the State and the envi ronmentali sts and

people that are focused on solar power, to pass the

Distributed Energy Resources Act last year, which has

allowed us to come back to the Commission twice now-

one to set net-metering rates and one to set distributed

energy resource incentive plans in place to help us

promote solar energy. So we'e well on our way to
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1 fulfilling that piece of the pie. 

2 So we believe we need that nuclear to help us 

3 achieve those targets. It will not get us all the way 

4 there, and Mr. Guild pointed that out in his cross-

s examination of me . We've got more to do. But without 

6 the foundation of the nuclear plants, if we don't have 

7 this nuclear energy to serve as a foundation and to put 

8 us at a 62 percent non-emitting level of production on 

9 our system, I think it's going to be very difficult to 

10 accomplish . 

11 You know, we told the EPA- I've been to the EPA 

12 twice and met with individuals there to talk about the 

13 way nuclear is being treated in the Clean Power Plan. 

14 The example I gave them was if I hired a group of 

15 employees and I was standing up in front of them and 

16 said , "Everybody here has to pay the Family Plan for 

17 health insurance," and when a young lady in the back 

18 stands up and says, "Well, I'm not married and I don't 

19 have any kids," I would say, "Well , you're thinking 

20 about it , so you have to pay for it." That's what the 

21 EPA has done in the Clean Power Plan. So we're trying 

22 to get fair treatment for the nuclear plants so they'll 

23 serve as the foundation . If we don't get that , it's 

24 going to be a very big challenge for us to meet the 

25 requirements of that plan. 
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fulfilling that piece of the pie.

So we believe we need that nuclear to help us

achieve those targets. It wi 11 not get us all the way

there, and Nr. Guild pointed that out in his cross-

examination of me. We'e got more to do. But without

the foundation of the nuclear plants, if we don't have

this nuclear energy to serve as a foundation and to put

us at a 62 percent non-emitting level of production on

our system, I think it's going to be very difficult to

accomplish.

You know, we told the EPA — I'e been to the EPA

twice and met with individuals there to talk about the

way nuclear is being treated in the Clean Power Plan.

The example I gave them was if I hired a group of

employees and I was standing up in front of them and

said, "Everybody here has to pay the Family Plan for

health insurance," and when a young lady in the back

stands up and says, "Well, I'm not married and I don'

have any kids," I would say, "Well, you'e thinking

about it, so you have to pay for it." That's what the

EPA has done in the Clean Power Plan. So we'e trying

to get fair treatment for the nuclear plants so they'l
serve as the foundation. If we don't get that, it'
going to be a very big challenge for us to meet the

requirements of that plan.
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1 But we don't know the final results yet, and once 

2 the final results are known, it does come back to the 

3 State and the State has to actually define its 

4 implementation plan. So even though it would come back 

5 to the State of South Carolina, they've got to decide 

6 between SCE&G and Duke Energy and Santee and all the 

7 others that have some sort of production, how they're 

8 going to allocate those targets. So there are a lot of 

9 unknowns, but what is known is, without the nuclear 

10 plants, we won't be able to achieve the 62 percent goal 

1 1 of non-emitting, clean, base-load and that's key-

12 base-load energy that's there all the time. 

1 3 Q And could that be- well, I guess, if they do let you do 

1 4 it once it comes on-line rather than counting it down, 

1 5 is that a financial benefit? Will that be a savings to 

16 the company and the customer? 

17 A It will . I don't have my notes in front of me that I 

1 8 took to the EPA , but the number I recall is , if we don't 

19 get the benefits of the nuclear plant , it could be an 

20 additional $8-$9 billion in costs for the consumers in 

2 1 South Carolina. That's not just SCE&G; that's the 

22 State of South Carolina, us and Santee and others , would 

2 3 have -

24 Q Trying to- that would be-

25 A Trying to meet the new requirements of the Clean Power 
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But we don't know the final results yet, and once

the final results are known, it does come back to the

State and the State has to actually define its
implementation plan. So even though it would come back

to the State of South Carolina, they'e got to decide

between SCE&G and Duke Energy and Santee and all the

others that have some sort of production, how they'e
going to allocate those targets. So there are a lot of

unknowns, but what is known is, without the nuclear

plants, we won't be able to achieve the 62 percent goal

of non-emitting, clean, base-load — and that's key-
base-load energy that's there all the time.

Q And could that be — well, I guess, if they do let you do

it once it comes on-line rather than counting it down,

is that a financial benefit? Will that be a savi ngs to

the company and the customer?

A It will. I don't have my notes in front of me that I

took to the EPA, but the number I recall is, if we don'

get the benefits of the nuclear plant, it could be an

additional $8-$9 billion in costs for the consumers in

South Carolina. That's not just SCE&G; that's the

State of South Carolina, us and Santee and others, would

have—

25

Q Trying to — that would be—

A Trying to meet the new requirements of the Clean Power
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1 Plan, as it's drafted today. Now, we don't have the 

2 final rule, so I hope they fix some of the points we've 

3 made to them as they go forward. 

4 Q But that could be just the reversal, if they do- I 

5 mean, there could be a financial benefit, if- depending 

6 on how the plan is written? 

7 A I believe the financial benefit is there today in our 

8 making the investment in the nuclear plants. 

9 Q So they'll already be there. 

10 A Yes. 

11 Q And would there be - could there be the potential of a 

12 carbon tax that would add 

13 A You know , President Obama has made it very clear that he 

14 believes carbon is a significant issue for our country 

15 going forward. Many others support that position. I'm 

16 not here to argue with the science. I firmly believe , 

17 you know, carbon emissions are going to be attacked in 

18 the future . I believe the writing is on the wall. You 

19 know, based on what we said in 2008 about the additional 

20 restrictions that would come out from an environmental 

21 perspective, that has all come true. And had we not 

22 been building these new nuclear plants, I'm not sure how 

23 we would've complied with those. 

24 So we believe a carbon tax is going to be a reality 

25 at some point. There is a value that we believe can be 
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Plan, as it's drafted today. Now, we don't have the

final rule, so I hope they fix some of the points we'e
made to them as they go forward.

Q But that could be just the reversal, if they do — I

mean, there could be a financial benefit, if — depending

on how the plan is written?

A I believe the financial benefit is there today in our

making the investment in the nuclear plants.

Q So they'l already be there.

A Yes.

Q And would there be — could there be the potential of a

carbon tax that would add—

13

14

15

16

17

18

19

20

21

22

23

25

A You know, President Obama has made it very clear that he

believes carbon is a significant issue for our country

going forward. Nany others support that position. I'm

not here to argue with the science. I firmly believe,

you know, carbon emi ssions are going to be attacked in

the future. I believe the writing is on the wall. You

know, based on what we said in 2008 about the additional

restr1ctions that would come out from an environmental

perspective, that has all come true. And had we not

been building these new nuclear plants, I'm not sure how

we would've complied with those.

So we believe a carbon tax is going to be a reality
at some point. There is a value that we believe can be
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1 reasonably assigned to carbon for purposes of evaluating 

2 the impacts, and the nuclear power construction 

3 continuing with these new plants and completing these 

4 plants is, in my mind, just critical to be able to 

5 address the challenges. To put the company in a 

6 position or make a decision that we were going to stop 

7 these plants and build something else at this point, 

8 that's a $3 billion decision based on our analysis , for 

9 customers. I don't know that that even takes in the 

10 impacts of trying to solve the carbon issues. 

11 So I believe the State is on the right path . Not 

12 just us, but with Santee Cooper and all the customers 

13 that are served throughout the State through the 

14 electric cooperatives that they serve, this plant is 

15 going to impact most customers in the State of South 

16 Carolina. 

17 Q So these units it sounds like you're looking at these 

18 units kind of as an insurance against - or working 

19 towards meeting those standards? 

20 A Yes, that's exactly what we believed in 2008, and I 

21 believe that more firmly today than I did in 2008. 

22 Q And with this plant, with the complexity and scope of 

23 it, I'm sure there is great interest in the building of 

24 it not only in our State but across the country. And I 

25 was just wondering, are you doing any outreach or 
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12

13

15

16

reasonably assigned to carbon for purposes of evaluating

the impacts, and the nuclear power construction—

continuing with these new plants and completing these

plants is, in my mind, just critical to be able to

address the challenges. To put the company in a

position or make a decision that we were going to stop

these plants and build something else at this point,

that's a $ 3 billion decision based on our analysis, for

customers. I don't know that that even takes in the

impacts of trying to solve the carbon issues.

So I believe the State is on the right path. Not

just us, but with Santee Cooper and all the customers

that are served throughout the State through the

electric cooperatives that they serve, this plant is

going to impact most customers in the State of South

Carolina.

17 Q So these units — it sounds like you'e looking at these

18

19

units kind of as an insurance against — or working

towards meeting those standards?

20 A Yes, that's exactly what we believed in 2008, and I

21 believe that more firmly today than I did in 2008.

22 Q And with this plant, with the complexity and scope of

23

24

25

it, I' sure there is great interest in the building of

it not only in our State but across the country. And I

was just wondering, are you doing any outreach or
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educational sessions to various groups about the plant 

as it's under construction? 

We have a lot of individuals involved directly in the 

project that do presentations on a regular basis around 

town and around the State. We certainly have extensive 

information on our website about the project, not just 

pictures but just discussion about what's going on, and 

there's a lot more informal efforts to help people 

understand the value of the plants and the impact they 

can have on the State. So we could probably do more of 

that. It's certainly something we believe in completely 

and probably couldn't do too much of that to make people 

aware of the benefits. 

Are you getting -what types of groups are particularly 

interested? 

It could be anything from a Rotary club- we've worked 

with educational organizations; we've had groups of 

teachers on a regular basis up to the plant . We brought 

students to the plant , student groups, to help them 

understand the benefits of nuclear power and how it is 

used in the State of South Carolina . You know, any 

group that wants us to come and make a presentat ion , 

generally , we are available to do that. 

We have groups within our organization where we 

bring in groups of customers on advisory boards in 
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educational sessions to various groups about the plant

as it's under construction?

3 A We have a lot of individuals involved directly in the

10

12

13

project that do presentations on a regular basis around

town and around the State. We certainly have extensive

information on our websi te about the project, not just
pictures but just discussion about what ' going on, and

there's a lot more informal efforts to help people

understand the value of the plants and the impact they

can have on the State. So we could probably do more of

that. It's certainly something we believe in completely

and probably couldn't do too much of that to make people

aware of the benefits.

14 Q Are you getting — what types of groups are particularly
15 interested?

18 A It could be anything from a Rotary club — we'e worked

17

18

19

20

21

22

23

25

with educational organizations; we'e had groups of

teachers on a regular basis up to the plant. We brought

students to the plant, student groups, to help them

understand the benefits of nuclear power and how it is

used in the State of South Carolina. You know, any

group that wants us to come and make a presentation,

generally, we are available to do that.
We have groups within our organization where we

bring in groups of customers on advisory boards in
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different areas around the State and we talk to them 

about nuclear. We ask them, "What are you hearing from 

a nuclear perspective," if there are concerns we need to 

try to address in the State or with particular groups . 

We've run a number of television ads , at stockholder 

expense or shareholder expense - not paid for by 

customers - to help provide more information about 

nuclear power. 

I would expect those activities to increase as we 

move forward. I probably lost count of the number of 

tours we've been through at the nuclear plant. We've 

had commissioners from different states come ; we had 

Nuclear Regulatory Commissioners come all the time. We 

encourage people to come to the plant site. We are 

proud of it . I think it definitely leaves an impression 

on you, when you can go from the dollars on a page to 

physically looking at the investments that are being 

made and the complexity of the project and the activity 

that is taking place on site. 

Okay . So it ' s serving as an educational opportunity for 

others across the country? 

I believe it is , and in the conversations I have with 

CEOs and in private , in different industry meetings I go 

to, they're pulling for us . They want our plant, they 

want the Vogtle plants to be built , because they want to 
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different areas around the State and we talk to them

about nuclear. We ask them, "What are you hearing from

a nuclear perspective," if there are concerns we need to

try to address in the State or with particular groups.

We'e run a number of television ads, at stockholder

expense or shareholder expense — not paid for by

customers — to help provide more information about

nuclear power.

I would expect those activities to increase as we

move forward. I probably lost count of the number of

tours we'e been through at the nuclear plant. We'e

had commissioners from different states come; we had

Nuclear Regulatory Commissioners come all the time. We

encourage people to come to the plant site. We are

proud of it. I think it definitely leaves an impression

on you, when you can go from the dollars on a page to

physically looking at the investments that are being

made and the complexity of the project and the acti vi ty

that is taking place on site.
Q Okay. So it's serving as an educational opportunity for

21 others across the country?

22 A I believe it is, and in the conversations I have with

23

25

CEOs and in private, in different industry meetings I go

to, they'e pulling for us. They want our plant, they

want the Vogtle plants to be built, because they want to
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1 build plants. I hear comments about the lack of a 

2 nuclear renaissance, and there may not be enough plants 

3 being built in the United States to convince me there's 

4 a renaissance here yet, but there are 65 plants being 

5 built around the world, new nuclear plants, so the 

6 renaissance is occurring, and I think the United States 

7 could benefit from joining the party . 

8 

9 

COMMISSIONER FLEMING: Thank you. 

CHAIRMAN HALL: All right. Thank you. 

10 EXAMINATION 

1 1 BY CHAIRMAN HALL: 

12 Q Mr. Marsh , I just have a couple of questions. The first 

13 is, why is the company requesting Commission approval of 

1 4 a revised schedule when the company hasn't agreed yet to 

15 the revised milestones? The new milestones aren't in 

16 the EPC contract or an addendum, so -

17 A The schedule we have put before the Commission is a 

18 schedule we are working to, on site , now , to complete 

19 the units. So we have agreed this is the working 

2 0 schedule to complete the units , as we presented to the 

2 1 Commission. When we say we haven't agreed to the 

22 schedule, we're talking about agreeing in terms of who's 

23 going to pay for the costs that are under dispute. 

24 There is no dispute that this is the schedule upon which 

25 the plants are being built. The costs have been 
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build plants. I hear comments about the lack of a

nuclear renaissance, and there may not be enough plants

being built in the United States to convince me there'

a renaissance here yet, but there are 65 plants being

built around the world, new nuclear plants, so the

renaissance is occurring, and I think the United States

could benefit from joining the party.

COMMISSIONER FLEMING: Thank you.

CHAIRMAN HALL: All right. Thank you.

EXAMI HAT I ON

BY CHAIRMAN HALL:

Q Mr. Marsh, I just have a couple of questions. The first
is, why is the company requesting Commission approval of

a revised schedule when the company hasn't agreed yet to

the revised milestones? The new milestones aren't in

the EPC contract or an addendum, so—

A The schedule we have put before the Commission is a

schedule we are working to, on site, now, to complete

the units. So we have agreed this is the working

schedule to complete the units, as we presented to the

Commission. When we say we haven't agreed to the

schedule, we'e talking about agreeing in terms of who'

going to pay for the costs that are under dispute.

There is no dispute that this is the schedule upon which

the plants are being built. The costs have been
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evaluated, the costs are known, the derivation of the 

costs have been fully reviewed by our team on site and 

the Office of Regulatory Staff. 

Okay. Now, I want to go back to Mr. Guild's question 

about the litigation. And I don't want to jeopardize 

your position, so don't go far enough to do that, but as 

far as the negotiations are concerned, when would they 

tip where you would think that the negotiations were no 

longer productive and you might have to pursue 

litigation? 

If the consortium were to basically quit listening to 

us, I'd say that's the time to do something else. We 

have not gotten to that point. We have had very frank 

discussions. We've had some exchanges of potential 

opportunities to settle some of the outstanding issues. 

We've just not reached any final agreements. As long as 

I believe there's an opportunity for us to do it through 

a settlement, as I said earlier, I would prefer that to 

litigation, if it looks like that's a reasonable number 

or reasonable amounts for our company and our customers. 

Okay. And if you had to file litigation- I understand 

Georgia filed theirs in New York- where does the 

contract dictate , or where does your contract dictate 

that it would be filed? 

We would also file in New York . 
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evaluated, the costs are known, the derivation of the

costs have been fully reviewed by our team on site and

the Office of Regulatory Staff.

Q Okay. Now, I want to go back to Nr. Guild's question

about the litigation. And I don't want to jeopardize

your position, so don't go far enough to do that, but as

far as the negotiations are concerned, when would they

tip where you would think that the negotiations were no

longer productive and you might have to pursue

litigation?
A If the consortium were to basically quit listening to

us, I'd say that's the time to do something else. We

have not gotten to that point. We have had very frank

discussions. We'e had some exchanges of potential

opportunities to settle some of the outstanding issues.

We'e just not reached any final agreements, As long as

I believe there's an opportunity for us to do it through

a settlement, as I said earlier, I would prefer that to

litigation, if it looks like that's a reasonable number

or reasonable amounts for our company and our customers.

21 Q Okay, And if you had to file litigation — I understand

22

23

Georgia filed theirs in New York — where does the

contract dictate, or where does your contract dictate

that it would be filed?

25 A We would also file in New York.
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1 Q Okay. And I imagine that would be costly. as well. One 

2 more question about the difference between Georgia 

3 Power's contract and your all's contract, as far as the 

4 litigation is concerned. I think you- I can't 

5 remember. Their contract is sealed and so you don't 

6 know as much, but why was litigation a better option for 

7 them? 

8 A I don't know all the details in their contract, but the 

9 general understanding is, and their company officials 

10 have made comments to this effect, it is a fixed-price 

11 contract. Our contract is fixed for certain items; we 

12 have firm pricing with fixed escalation on others, and 

13 there's about a third of the project that is targeted, 

14 where it's to be determined on actual amounts spent. 

15 That's where our disagreement is, on the actual amounts 

16 spent in that targeted category. We don't have any 

17 disputes over the fixed or the firm with fixed 

18 escalation. 

19 Q 

20 A 

Okay. 

If their project is all fixed, even though they had the 

21 same issues we had, I can see how they would have a 

22 different position on, you know, whether they should be 

23 paying at that time. 

24 Q Okay. 

25 A And that might have led them to a decision to start 
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Q Okay. And I imagine that would be costly, as well. One

more question about the difference between Georgia

Power's contract and your all's contract, as far as the

litigation is concerned. I think you — I can'

remember. Their contract is sealed and so you don'

know as much, but why was litigation a better option for

them?

A I don't know all the details in their contract, but the

general understanding is, and their company officials
have made comments to this effect, it is a fixed-price

contract. Our contract is fixed for certain items; we

have firm pricing with fixed escalation on others, and

there's about a third of the project that ls targeted,

where it's to be determined on actual amounts spent.

That's where our disagreement is, on the actual amounts

spent in that targeted category. Me don't have any

disputes over the fixed or the firm with fixed

escalation.

Q Okay.

A If their project is all fixed, even though they had the

same issues we had, I can see how they would have a

different position on, you know, whether they should be

paying at that time.

Q Okay.

25 A And that might have led them to a decision to start
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1 litigation earlier than later. 

2 CHAIRMAN HALL: Okay. All right. Thank you, 

3 so much. 

4 Commissioners, any other questions for Mr. 

5 Marsh? 

6 [No response] 

7 Okay. Mr. Burgess? 

8 MR. BURGESS: I have one question on redirect. 

9 CHAIRMAN HALL: Okay. 

10 REDIRECT EXAMINATION 

11 BY MR. BURGESS: 

1 2 Q Mr. Marsh, before the lunch hour , Mr. Guild was 

13 questioning you about the future transaction between 

1 4 SCE&G and Santee Cooper, and I believe I heard you 

15 testify that SCE&G would be purchasing an interest in 

16 Unit 2. Would you please explain to the Commission 

17 exactly what transaction is required of the two 

18 companies? 

19 A Yes. I need to correct my statement on that . The 

2 0 triggering event for the purchase of the 5 percent would 

21 be the commercial operation date of Unit 2, but the 

22 actual 5 percent purchase would be of Units 2 and 3 . 

23 

24 

25 

MR. BURGESS: Okay. Thank you , Mr. Marsh . No 

further questions. 

CHAIRMAN HALL: All right, thank you. 
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litigation earlier than later.
CHAIRMAN HALL: Okay. All right. Thank you,

so much.

Commissioners, any other questions for Mr.

Marsh?

[No response]

Okay. Mr. Burgess?

10

12
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15

16
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24

25

MR. BURGESS: I have one question on redirect.
CHAIRMAN HALL: Okay.

REDIRECT EXAMINATION

BY MR. BURGESS:

Q Mr. Marsh, before the lunch hour, Mr. Guild was

questioning you about the future transaction between

SCE&G and Santee Cooper, and I believe I heard you

testify that SCE&G would be purchasing an interest in

Unit 2. Would you please explain to the Commission

exactly what transaction is requi red of the two

companies?

A Yes. I need to correct my statement on that. The

triggering event for the purchase of the 5 percent would

be the commercial operation date of Unit 2, but the

actual 5 percent purchase would be of Units 2 and 3.

MR. BURGESS: Okay. Thank you, Mr. Marsh. No

further questions.

CHAIRMAN HALL: All right, thank you.
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Mr. Guild, do you have any recross? 

MR. GUILD: I don't. Thank you, very much. 

CHAIRMAN HALL : All right. Thank you , Mr. 

Marsh . You may step down. 

[WHEREUPON , the witness stood aside.] 

All right , and we'll take a short break before 

we call your panel . 

MR. ZEIGLER: Nope, we have one more witness. 

CHAIRMAN HALL : Okay. So let's talk about 

this. We have our night hearing starting at 6 

o ' clock, so we will probably break about 4:45 to 

give you some time to relax and maybe get something 

to eat before that . So we ' ll see how far we go 

with Mr . Byrne. 

MR. ZEIGLER: Perfect. Thank you . 

[WHEREUPON , a recess was taken from 3 : 45 

to 4:05p.m.] 

CHAIRMAN HALL : Thank you . Be seated . 

All ri ght. Mr. Bu rgess , whenever you ' re 

r eady , sir . 

MR . ZEIGLER : Madam Chairman-

CHAIRMAN HALL: Oh, Mr . Zeigler . 

MR . ZEIGLER: Yes, ma ' am. - SCE&G would call 

Mr . Byrne to the stand . 

[Witness affirmed] 
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Nr. Guild, do you have any recross?

NR. GUILD: I don'. Thank you, very much.

CHAIRMAN HALL: All right. Thank you, Mr.

Marsh, You may step down.

[WHEREUPON, the witness stood aside,]
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15

16

17

18

19

20

21

22

23

25

All right, and we'l take a short break before

we call your panel.

MR. ZEIGLER: Nope, we have one more witness.

CHAIRMAN HALL: Okay. So let's talk about

this. We have our night hearing starting at 6

o'lock, so we wi 11 probably break about 4:45 to

give you some time to relax and maybe get something

to eat before that. So we'l see how far we go

with Mr. Byrne.

MR. ZEIGLER: Perfect. Thank you.

[WHEREUPON, a recess was taken from 3:45

to 4:05 p.m.]

CHAIRMAN HALL: Thank you. Be seated.

All right. Nr. Burgess, whenever you'e

ready, sir.
MR. ZEIGLER: Madam Chairman—

CHAIRMAN HALL: Oh, Nr. Zeigler.

NR. ZEIGLER: Yes, ma'm. — SCE&G would call

Nr. Byrne to the stand.

[Witness affirmed]
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